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'Tffejtenofable Joseph A. Califano 
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200 Independence Avenue, 5,W. 
Washington, D.C, 20201 

Qear Mr. Secretary: 

I have the honor of transmitting to you the enclosed report of the Student 
Financial Assistance Study- Group, "Recommendations for Improved Man- 
agement of Federal Student Financial Aid Programs," 



The recommendations are respectfully submitted to serve as general and 
specific remedies for the maladies affecting the 'complex programs wt^fh 
are funded anniially at $3 billion, " 
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A host of studies, especially since 1973, have 
serious reform in the area of Federal 
'Unfortunately, however, little has changed 
confirmed the existence of serious pn 
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finarywaJ * aid. 
work of th^ Study Group 
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undermine the integrity of the progranis^ well as publi^^ifiiJence in 
them. 
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The report of our study f ocuses^^ki^three area$/bf,< 
bility and' certification procedures for institt^fore, 
delivery systems; and the fi^ram mahagpftaen/ 
agants involved in Fedefalj^ddent iinancictl 



r <:on€erpt eligi- 
e£$, ^n^studen ts; 
of all the 



To assure that the resirffs of the -study arj 
the Study Group requests that you assil 
Department responsibility for monijjigffg = 
recommendations. (Moreover, the 
interagency task force to revf^ 
interrelate within the Federal 



he fullest extent, 
or unit within the 
iplementation of its 
fkat you call trwether an 
Frrt aid programs as they 



Finally, the Group requests^ 
recommendations be prep ~ J ^ A 
yp meeting which the Su 



' a r^ort on ttte implementation of these 
and sent to each member prior to a iollow* 
/oup requests take place in six months. 



The Study Group stanffFVea&y to consult with and assist you or yoyr staff 
in any way necessary/fo benefit the stucjent financial aid programs. 

Sincerely, * 



John A, Perkins 
Chairman 
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' . • PREFACE " ' . . 

This .report to the Secretary of Health, Education, and Welfare contains 
recommendations for the improvement of Federal student financial 
assistance programs. The recommendations are in respfchse to the growing 
concerns *6f Congress, the Department of Health, Education, and Welfare, 
and the general public regarding problems encountered in' the administra- 
tion and managemenfof the programs. 

Nationally obtained pflbhc testimony, evaiuaiij^ of previous studies, 
discussions 'of prior recommendations, examinations of Federal reports, - 
and review of Federal investigations have identified* serious problems, 
which threaten to undermine the integrity of the programs as well as 
public confidence in their administration. 

<* 

The recommendations are the result of careful . deliberation by the 
Secretary's Study Group and designed to serve as specific answers for the 
improved -management, delivery, and integrity of federally-sponsored 
financial assistance to postsecondary students. ^ 

Three key areas requiring resolution were identified and serve as focal 
points for the major sections of this report". They are: 

1. Eligibility and certification procedures for institutions, lenders, anfl> 
students; ^ * 

2. Delivery systems of the various financial assistance programs; 

3. Program management and integrity of the agencies, institutions, and 
publics involved in Federal student assistance programs. , , 

t 

The specific recommendations contained in each topical unit have been 
shaped by members of the Study Group with full consideration of the * 
diverse views presented in public testimony and in written reports by the 
many interested organizations and institutions. ' Some of these 
recommendations already ^have been ca/ned out or are being carried out 
as of this date. Others will require legislative and/or regulatory action 
and some wi/1 require deliberative review. The reader, is referred to 
Appendices £ and B, an index of t^p recommendations by interest area. 

We wish to express our gratitude^to the hundreds of individuals throughout 
the country who supported our mission by shanng.their ideas, /their beliefs 
and, most important, their recommendations. Without their h£lp the 
report would be lhconrijblete. *~ * ^ ^ 
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Appreciation is extended especially tb thp Federal staff members assigned 
to support our work. Their expertise, diligence, and dedication wer? 
invaluable in helping, meet our objectives. We also commend the Depart- 
ment of Health, Education, and Welfare for its support and cooperation in 
this public examination. 

In fulfillment of the charger given to the Study Group through its Federal 
charter, we submit this report in <the firm hope that the recommendations 
for action will contribute to the vitalityjresponsiveness, and integrity of 
student financial assistance programs.' 
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INTRODUCTION ' y ' 

Establishment of the Study Group 

Recognizing a need to improve' student financial assistance programs 
administered by the Department,* the Assistant Secretary, Comptroller 
.was directed by the Secretary of HEW to develop a plan obtaining 
independent outside advice to assistjn dealing effectively with the subject 
of fraud and , abuse, and related management issues. In, response, a 
rffemorandum dated 3i inp 1 97£ nronos^^ the a^fVMPtment of a a rou n Of 
highly experienced non-Federal persons to study the management and 
organization of student financial assistance programs administered by 
HEW's Office of Education. . 

The programs to Bfe examined were the National flirect Student Loan 
(NDSl) Program, Basic Educational Opportunity Grant (3EOG) Program, 
Supplemental Educational- Opportunity Grants (SEOG) Program, College 
Work-Study (CW-S) .Program, Guaranteed Student Loan (GSL) Program, 
anrd State Student Incentive Grant (SSlGh Program. The Assistant 
Secretary, Comptroller recommended that the approach to the .study be 
similar to one used recently to study the Supplemental Security Income 
'Program administered by the Social Security Administrator;. 

The memorandum outlined issues related to management and organization 
by raising the following questions; 

1. *tyhat should be the relative roles of Federal and State governments m 

the administration of tbe six student assistance programs? 

2. What should be the role of proprietary schools which act both as 
lenders of federally guaranteed funds and providers of education 
services? 

3. What should be the role of Regional Offices in the administration of 
th% various student assistance programs? 

*. How should these programs be organized within the Office of' Educa- 
tion? For example, should there be a separate organizational structure 
'to administer all student assistance programs? • * * 

5. How adequate are the existing steps to prevent* abuse *and fraud in 
these programs? 



6. 



How adequate is the legal authority of the Commissioner of Education 
and the Secretary of HEW -to effectively administer these complex 
programs involving millions pf students and thousands of institutions? 
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7. What opportunities,- if any, are there for the use of common^ 
administrative and management approaches to the six now existing" 
student aid programs 7 Each program now develops separate 
regulations, data systems, disbursement systems, and standards for 
the determination of eligibility. . ' 

8. How adequate is the internal staffing and particularly the mix of 
skills required to manage these programs effectively?, 

9. How can the regulatory process be speeded up and simplified? 

10. What should be the appropriate role of the accrediting agencies? 
What should be the process of terminating schools that manage public 1 

- funds poorly? 

On August 4 1,. 1976, the Assistant Secretary for Education formally 
requested the establishment of the Student Financial Assistance Study 
Group and, on August 27, the Secretary offically approved the request. 
The announcement of the establishment of the Study Group — under the 
provisions of the Federal Advisory Committee Act ^Public Law 92-463), 5 
U.S.C. App. % 1 ~ appeared m the Federal Register, September 1, 1976; 
Its stated purpose was, "To advise of ways and means to implement more ' 
effectively and efficiently the student financial aid programs 
administered by the Department." ~~\ 



The Study Group Charter * \ , 

* * \ 

The Charter of the Student Financial Assistance Study Group, appearing 
in Appendix C, called for a membership of n6t less than seven nor more 
than 12 to be appointed by. the Secretary to serve for a term not to 
exceed one year. ' The members, including the designated Chairperson, 
\i/ere to be selected from persons of outstanding expertise in the fields of 
higher education, large scale student financing systems, management of 
public financial institutions, and the application of data processing 
systems^ to public financial management operations. The -darter also 
called for the Secretary to designate a Staff Director and ar? Executive 
Secretary. . ^ 

The Charter called for Study Group meetings approximately three times* 
each month and for public hearings. In order to achieve maximum' sensi- 
tivity to the concerns of interested groups and of 'the general public, the 
public hearings were to be scheduled in different locations throughout 
the United States.. ' 

The Charter also called for periodic progress reports to the Secretary, 
the Assistant Secretary for Education, and the Commissioner of Educa- 
tion. It was stipulated that the final report would be submitted within 
six months after the Study Group's tirst meeting. v < 



^ A Staff. Director was appointed in mid«- September i 976 and an Executive 
' Secretary and other support staff in October. Most staff members were 
detailed from various HEW components. • 

In late September afcd early October, twelve individuals outside the 
Federal sector -accepted invitations from the Secretary to serve as 
• members of the Study Group, • f 

Study Group Members: 



Chairman: 



Members: 



/ 



John A. Pertcins, Prpfessor of Political Science,. Vice 
President, Business and Finance, The University of 
California, Berketey, California. 

/ Norman E. Beck, director, Student Financial Aid, Ball' 
. State University, Muncie, Indiana, ' ■ * ' 1 

* 

Lola *J, Finch, Associate Dean of Students, Washington 
State University, Pullman, Washington 

lameTTW. Jurman, Executive Director, Illinois Board ' 
ofcHigher Education, Springfield, Illinois 

m Tqujteint L. Hale, Loan Officer, First National Bank 
l of Chicago, Chicago; Iliir>ois * ° 

Richard J6hnson, Director, ^Student Financial Aid, C.S. 
Mott Qommunjty "College, Hint, Michigan ' 

James F-. Kauffman, Vice President for Student Affiltrs 
and Admissions, Cornell College, -Mount Vernon, Iowa 

Clifford L. Larson, Chairman 1 of the Board and Chief 
Executive Officer, Northwestern Electronics Ir^titute* 
Minneapolis, Minnesota * ^ 

David.W. Phipp*, Vice President, Financial AffaiSand 
Treasurer; University of Alabarr^Tu^caldosa, 
Alabama ' ^ 9 

?t aU J*'^ Reeder, E:Jire C tor ^ Loan Di^siofi, Vermont 
Muden^sSistance Corporation, Burlington, Vermont 

David E. Stahi, Executive Vice President, National 
Association of Home Bbilders, Washington, D.C' 



v, - \ J 

\ Charles C. Teamer; Vijpe President for Fiscal. Affairs, 
t Dillard University, New Orleans, Louisiana 

^Study Qroup Staff: 




Mary Jane Calais — Staff, Director 
Nan.StQney Assistant t9 the Director* 
. Fr^nk Stewart Executive Secretary 

• ^ / ; Carol L. Erickson — Staff Assis^nt 
ReseaVch and * ' % - 

Writing * Henry Kirschenmann Research Associate 

■ *• _ ' *Y 

-Francis Nassetta — Research Associate 
Jeffrey Lee — Research Associate • 
Joan Ratteray - T HEW Fellow 
4' * Josephine Ferguson — FVogram Of ficer 

* Robert B. Holmes — Consultant 
Mar;y.Elien Flynn —'Writer 
Barbara DeBose — Secretary 
f Edith Mcllwain — Secretary 
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Marjone Lynch, Under Secretary of Health, Education, ^nd Welfare 
presided over the official swearing-in of membefcon OctoSSV 28, 1976. 
Dr. John A. Perkins, Professor of Political ScienceNand Vice President for 
Administration statewide, University . of California, was appointed 
Chairman. Following the swearing-in ceremony, members were briefed on 
the objectives of the Study Group by various officials from the Office of 
Education and the Department of HEW. 

At its first rrfeeting OqtoheV 28-29, after hearing from Federal student 

233? 3 m Pr08 IL m °" iCialS ab0Ut curn P P r °g^ operaS 
problems and' concgns, the Study C^oup outlined a s?ope of work and' 

developed bojh a tentative workplanlnd meeting schedule^ Ratter tten 

duplicate the efforts of earlier task forces, it las agreed Sa L ter 
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reports and studies would be reviewed and appropriate recommendations 
* fconsidered. it also was agreed to concentrate efforts on existing 
'programs under current legislative authorities, rather 'than on fundamental 

changes which would require Congressional action, 

Conduct of the Study * - 

Nine working meetings m were held throughout thfe country and, 
accordance with the provisions of the Federal. Advisory Committee Act, 
al\ were open to the public, (Dates, locations, and purpose are included in 
Appendix D). Attendance by the membership was consistently Ipgh and 
the combination of individual expertise and experience contributed to a 
thorough examination of w the issues. 

The work was aided significantly ■ by seven well-attended public hearings 
throughout the country where oral testimony was received from 
.representatives of national and State associations, Office of Education 
Central Office and Regional Office staffs, student financial aid 
administrators, State financial aid agencies, lenders, high schotil 
counselors, parents, students, and Congressional aides/ (Appendix G) 

Although each hearing focused on a particular aspect of the study, those 
testifying were free to comment on any aspect of the Group's work. Since 
points of view differ significantly among the various segments' of the 
postsecondarry education community arrd others concerned about program 
operation, every effort was made to provide for their expression. 

To farther commdnicate the Study Group's work to the field on an ongoing 
basis and to solicit additional public participation, a a^uling list of more 
than 400 interested persons and organizations was cleveMped, "iDear 
Colleague" letters from the Staff Director transmitted information on 
issues under consideration, summary mirujtes^of each meeting; tentative 
recQTT}mendatidp as they Were developed, and other relevant documents. 
In addition, corfy^nts and reactions were invited and many received,' On 
an occasional b^pis, tentative recommendations were pablished in the 
Federal .Register to solicit public comment and; throughout the period of 
the study, Study Group members and staff met individually with interested 
parties. ' 

f .v • 

At various times, individual members were designated to prepare reports 
and papers on. specific topics for the consideration of the entire Study 
uroup. Background papers also were prepared by the Staff. • 
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Early in its work, the Study Group identified the major areas with which 
it would be concerned and agreed upon an approach to meet the Group's 
objectives within the time constraints set by the Charter, The study 
focused on three broad areas: ♦ ^ — ^_ • 

1, Eligibility/ Certif ication: who is eligible to participate in the 
programs — - institutions, lenders, and students;- 

* 4 

: 2'.' Service' delivery: how assistance is provided;, 

3. Program Management and Integrity: how well the programs are 
managed and how w%ll the interests- of institutions, and lenders are 
safeguarded. v ^ * 

Each of these topics "is the subject of a chapter of this reports 

- 4 
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AN OVERVIEW OF STUDENT FINANCIAL ASSISTANCE 



* - * 

Background Of Student Financial Assistance 

Some limited sources of financial aid had been established from almost 
the beginning of higher education, in the United States. Privately 
financed scholarships had been ' available since the founding of the 
- Nation's . oldest institutions of higher .education, and some States 
established publicly-financed scholarship programs as early as the 1800 f s. 
In early years, the bulk of these funds were available to only the most 
academically oytstanding students and the great majority had to depend 
entirely, on family financial -resources, Acces^ to higher education was 
limited. JStadentS enrolled in institutions of higher education yvere 
primarily those who were "able" academically <?r who came from families 
"able" to'meet the costs of a college or university education. However, 
compared to today's standards, the amount of financial aid available to 
students in higher education prior to World War II was insignificant. * 

Institutional Aid Programs 



^Institutions of higher education created student aid programs almost 
^simultaneously . with their founding. Although .there has been no 
v aggregate historical record of institutional expenditures for such, 
programs, most institutions have always had, as one of their goals the 
attraction of a limited number of students from among the "common 
people." The Charter of the College .of William aftd Mary, founded in 
1639, recognized the need for institutional subsidies for students who 
t could not pay their way. By 1797, the Phi Beta Kappa Chapter of 
Harvard had established a gift fund for their less affluent members. \ 

Like scholarships and other forms of direct aid, student employment 
developed very fcarly as. an indirect method 'of subsidizing students, 
During the 1830's there emefged a work-study and cooperative education* 
- movement' resembling that of today. A few institutions such as Berea 
College wefe established on the principle that students' work experience 
was an mtegral part^of their education as well as a means of reducing 
^ educational costs. Some institutions, like. Emory University, established 
* "self-help dormilories," and by 1900, Yale had developed a Bureau of 
$eLf-Help. Most institutions arranged part-time, unskilled positions in 
dreas such as libraries and food service w/iich could liT filled by 
financially needy students, ' , r 



... _ State Aid Programs 

f 

The concept of financial aid to" students from State Sources arose late 
even though 'States had long assisted higher education institutions 
th/6ugh loans, direct appropriations, and grants of land. Perhaps the" 
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first state scholarship program was proposed for Virginia^ by T^mas 
Jefferson in 1800. Ne6d and acaderrtic ability jjvere the controlling 
factors m the distribution of the limited amourvpef State aid and, in fact v 
until the Civil War, most State gift-aid^a^ards were called "charit 
funds", illustrating the almost total empfiasis placed upon need. Before' 
the 20th century, ^few States hajkestablished even limited^tjiaent 
financial aid programs except tor some fee waivers^ier^Civ^il War 
veterans. By 1909, Connecticut had establi^e^tute' fir^t State 
scholarship program and the New York Regen^5cholarsfiip Prbgraifi wa^ 
developed in 1913. Wisconsin establishe^^what was probably the f lptft 
State higher education loan program in^$33. / / 

Within the past few decades, however, the States have dev^bped a 
numbe r of categoriqal aid programs. These program/ base awards of aid'* 
upon, the student's academic status, intended ca/eer field/ or family 
relationship rather than upon any demonstra^on of-' financial need. 
Included )(\ these programs are financial aid/to students in medical/ 
teaching and engineering'^ lelds; • widows or/children of veterans; arid 
disabled or children of disabled Individuals. / 

States still continue to establish additional categorical programs from 
time to time. Since the, mid 193jJTs, 'however, there has been a 
simultaneous major development in State financial aid ftfr postsecondary 
education m the form of comprehensive State scholarship, grant, and 
loan programs at the undergraduate level based on financial need. At fc 
last count, 50 States and five territories had established such programs 
providing over $6 f 4% million in assistance to more than one million 
students each year. These now represent the largest proportion of Jtate 
assistance to students in postsecondary education and have established 
the States as mapr sources of student aid. Nevertheless, there is wide 
sanation among the States in their levels of aid .and hair of all State aid 
ipnds are provided by only five States: New York, Pennsylvania, Illinois, 
California, and \ew Jersey. Many of these programs operate to help 
equalize th$ studehVs expense of attending higher-cost institutions. 
Although the recently enacted State programs differ greatly among 
themselves "in eligAility,- requirements, administrative procedures, and 
types and amounts «f aid provided, they share one importantv 
characteristic: tfrey are based primarily upon financial need. 

-Federal Aid Programs' 



The Feder^- Government also is a latecomer in the awarding of financial 
aid to postsecondary .studeqis. Prior to the Civil War, the Federal 
Governn^nt had little involvement of any kind in postsecondary 
education. Its first major initiative was the Morrill Act of 1862 which 

^established the system of land grant colleges. Throughout the remairtJer 
of thy 19th century and most of'tppfirst half of the 20th century, the 

vlimitjjd Federal role in postsecondary education focused mostly op, 
assisting institutions rather than uppn directly aiding students who 
attended them. 

/ ' 
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Notwithstanding^ the, emphasis on institutional support, the Federal 
Government did institute a number of student aid programs during the 
long period between th^e Civil War and World War II. These were 
categorical programs of many different kinds, not-based on need. 50me 
of them had purposes of other than education although they provided 
indirect, benefits to education. Funds were provided for such purposes as 
international^student ^exchange, the development of ROTC units, 
vocational education, and vocational rehabilitation. A massive youth 
employment program, the National • Youth Administration (NYA), was 
begun in 1933 as an 'anti-depression measure. The NYA provided fin- 
ancial aid to two million students, even though the major purpose of 
the legislation was to offer public employment and thereby remove youth, 
from the private labor /market. A -temporary Federal loan program was 
established during World War II to prepare scientists who would be 
directly involved in tfte war eff or*. 

A' landmark event in-Federal student aid occurred with the passage of the 
Servicemen's Readjustment Act of 19H, j£ore familiarly known as the 
G.I. Bill. This led "to a dramatic and permanent change in the 
composition of the postsecondary student^population. Veterans returning 
to civilian life -took advantage of the educational opportunities offered 
by the G.I. Bill to enroll in college or other types of postseconoary 
education. For the fir* "time, postsecpndary institutions enrolled large 
numbers of older students, m^ny of them married. The experience tff the 
G.I. Bill clearly demonstrated that persons who had been raised in 
families with lower any middle incomes couki succeed in college or 
university training and most colleges and universities lost whatever 
elitist character they still possessed. This phenomenon has sometimes 
been referred to as the "democratization of higher education." Although 
aid under the^G.I. Bill was not conditional on financial need, it enabled 
large numbers of veterans to enter postsecondary education who could 
not otherwise have done so. 

Partly as.a result of the success of the G.I. Bill, the attitudes of 
American society toward postsecondary eduction began to change 
through the. late IWs and the 1950*5. The define for postsecondary 
education rose among middle and lower income families where previously 
it would have been considered unrealistic. New institutions and new 
types of institutions, such as community colleges, were established to 
serve the growing and changing student population. Total degree-credit 
enrollment in higher education rose frem 2.1 million in the fall of 1946 to - 
3.6 million by the fall of I960; and then to 7*9 million by the fall of 1570, 
and 9.7 million In 1975* 1 This rapid increase ~in enrollments came mostly 
from lower and middle income families ^s ^ell as from other non- 
traditional students, and it placed a severe stress upon all of the existing 
sources of student aid, whether institutional, State or Federal. 



U.S. Department of Health, Education, and Welfare, National 
Center for Education Statistics, Digest of Education 1976 Edition, Table 
S3, p. 85. ' ' ■ 
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Jn response to this growing need, new Federal aid programs were 
established during; the late 1950 f s and the 1960's, evolving into the array ] 
of Federal programs now in existence. Student aid obligations of the 
. Office of Education rose from approximately $41 million in Fiscal Year 
.I960 to $608- million in Fiscal Year 1 1970 to $1830 million in Fiscal Year 
1975. This rate o^ growth was much more rapid than the growth in 
expenditures in postsecondary institutions. For example, while , the OE 
student aid represented about 1/2 of 1%. of the expenditures by 
institutions of higher jeducatjpn in 1960, this figure had increased to over 
»% in 1975. 

V 

The first important .piece of legislation during this period was the 
Rational Defense Education Act (NDEA) of 1958, passed largely in 
support o£ the. United States "race to space" with the Soviet Union. One 
title of the'NDEA called National Defense Student Loans, authorized 
loans to postsecondary students, with the hope 'that the Nation's 
scientific, technological, and educational progress would be emphasized. 
These loans were awarded to students after considering their academic 
abilities, their chosen course of study and, to a lesser degree, their 
financial situation. The program subsequently evolved into the present 
National Birect Student Loan program, 

A second impetus to increasing student financial aid arose in the early 
. 1960 ! s, as. the Nation became increasingly aware of the need to equalize 
educational opportunities for all members of our society. The Economic 
Opportunity Act of 1964, the legislative vehicle of the War on Poverty 
authorized the College Work-Study (CW-S) program. The program] 
administered by the Office of 'Education under a delegation of authority 
from the new Office of Economic Opportunity, provided subsidized work 
opportunities for financially needy students, 

/ * " 

The United States made a further major commitment toward ensuring 
both access and choice in higher education for students from all-income 
levels in 1965. The landmark Higher Education Act of 1965 established 
the basic pattern of Federal aid to higher education which still exists. 
Its comprehensive provisions, authorized many new sources of Federal 
assistance botK to institutions and to students. The primary intent of the 
Higher Education Act, most simply stated, was to provide an "equal 
educational opportunity* 1 for all students. 

The Act authorized two major new student aid programs. The 
Educational Opportunity Grant Program - the first Federal program to 
base direct aid solely on the criterion of financial need - provided non- 
repayable grants of up to $1,000 to students from low-income families. 

In Response to the need for assistance to students from middle-income 
families, the Act also* established \he Guaranteed Student Loan Program 
c V aS a source of low -c° s t IcAns of convenience. The Guaranteed 
Student Loan Program provided FeSferaL insurance of educational loans 
made by commercial lenders, and a federally-financed interest subsidy on 
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loans made to students^ rom families with an adjusted family income of 
le?fc thaft $J5,000 annually. Loans were obtained under the GSLP by large 
numbers of middje-income students, and 4 also by low-income students 
who, because of funding limitations, could 'not be served by*he other aid 
programs designed for their needs. 

The Higher Education Act also Incorporated the College Work-Study 
program an$ assigned responsibility for.it to^the Office of Education. 
Finally, the National Defense'^Student Loan Program was slightly revised 
to place more r _ emphasis on . need than on academic performance and 
endeavor. - % 

By 1965, therefore a set of four' Federal student aid programs wer£ in 
place, all based largely on financial need as the criterion for assistance. 
The programs, embodied the three basic typ£s of student aid (gr|nts,j 
loans, and work opporjmnities). Three 6f the four programs (Natfcal 
Defense Student Lo^ns; Educational Opportunity Grants, and Collige 
Work-Study) were administered through colleges and universities. jKe 
fourth program, the Guaranteed Student Loan Program, rested on fre^ 
participation of private lenders. \3f 

The next substantial revision of Federal student aid^programs. occurredfin 
1972. Congress recognized tha*t the types and amounts of finding un'dVr 
existing programs were not sufficient to meet fully the goal of equal 
opportunity for postsecondary education. Therefore, the Education 
Amendments of 1972 (P.L. 92-3187 amended the Higher Education Act to 
establish two new grant programs, the Basic Educational Opportunity 
Grant (BEOG) /program and the State Student Incentive Grant (SSIG) 
program. 

The BEOG program represented a newyconcept in Federal student aid, 
the concept of entitlement. According to the legislation, each 
undergraduate student was .entitled to a maximum of $1,400 per year of 
Federal funds in a non-repayable grant. The actual amount of the grant 
depended, on the student's family financial status and the cost* of the 
institution to be attended. The program was intended to insure access by 
all students to at least the Jess expensive postsecondary education. 

Only entering freshmen were eligible for .the first year of the 'BEOG 
program, and the grants actually averaged only $271 the first year (1973) 
due to limited appropriations. An additional class became r eligible *in 
each succeeding y t ear, and the amount, of the average grant increased 
year by year to $618 in 1974 and $800 in 1975. In a departure from past 
student aid programs,, the BEOG program was administered directly by 
the Federal Government. 

The BEOG program has come to be regarded as the cornerstone of 
Federal student aid for financially needy students. Over the years since 
its enactment, the level of funding for the program has risen rapidly 
while the funding for other student aid programs has remained relatively 




constant. As a result, the FY 1978 budget request of $2.3 billion" for* 
BEOG constitutes mor«^ thaft 70 percent of the total reque%t for all 
Office of Education student aid programs. 

With % the* establishment of the Basic Grant program in the 1972 
Amendments, the existing Education Opportunity Grants' program was 
somewhat altered to become the Supplemental Educational Opportunity 
Grant (SEOG) program. It <now serves as a means to provide aid to 
students, who may or may not also have qualified for a Bas'ic Grant, to 
attend the institution of their choice. 

The other new aid program authorized by the 1972 Amendments, the 
State Student Incentive Grant (SSIG) program, ftovided a financial 
incentive for States to establish their own scholarship or grant programs. 

The>6SIG program provides funds to participating States on a matching 
basis (up to a limit established by formula) to establish or continue State 
programs to award aid to students on ^a basis of need. The determination 
of need under SSIG may include consideratipn of student expenses at 
higher-cost institutions. , Presently the total of State funds in these 
programs outweighs the Federal contribution under SSIG by a ratio of 
about 45 to.l. ' f.r- 

* 1 
The most recent omnibus education legislation, the 'Education 
Amendments of 1976 (P.L. 94*482), CQhtinuedrte six existing progfams. 
The SEOG program was extended without significant change; CW-S was 
not changed 'significantly, but its authorization was substantially 
increased; administrative requirements for the NDSL were tightened to 
cohtrol abuse and student default; some technical modifications were 
made in SSIG 1 ; and the major change in the * BEOG was to increase the 
maximum entitlement to $1,800 beginning with the 1978-79 school year. 
The most extensive -changes were made in the GSL program which was 
thp/oughly amended to increase borrowing limits for both graduate and 
undergraduate students, to establish hew controls over leaders and 
borrowers to reduce defaults, and to tighten Federal administration. The 
new GSL legislation encourages States which do not now have guarantee 
agencies to establish them. The six programs were reauthorized for 
periods through fiscal year 1979 for NDSL, SEOG, BEOG, and SSIG, 
through fiscal year 1981 for GSL,* and through FY 1982 for CW-S, 

One additional special-purpose program patterned after GSLP w£s added 
to the set of need-based^ Federal student aid programs in 1976. Section 
401(a) of P ,£.9^-48^ prcrvided federally-injured loans to students engaged 
in study in the health professions, including osteopathy, podiatry, public 
health, dentistry, veterinary medicine, optometry, and ^ pharmacy. 
Responsibility for this prqgram was assigned, to the Office of Education 
in March J 977 ih the >IEW ..reorganization* which created the, Bureau of 
Student Financial Assistance, loans up to '$10,000 a year — for a. 



combined • total ot $50,000 — will be insurable for all but pharmacy 
students who will be limited to $7,500 a year for a combined total of 
$37,500. The funds may be used only for education expenses. Unlike the 
GSLP, there are no interest subsidies in this program. Thteteloie, from 
the time the loan is made, students will pay interest compounded semi- 
annually at -a rate not to exceed 10 percent of the unpaid balance of the 
loan. ' Cancellation of both principal and interest to a nrraximum of 
.$10,000 a year is allowable for borrowers .who serve in the National 
Health Service Corps and for those who practice their professions in 'an 
area where there is a shortage of health manpower/ The law prides 
stiff penalties for failure to comply with a cancellation agreement.^ 

The programs which have been discussed, represent the most important 
developments in Federal student financial aid for postsecondary 

'education since 1958. (Appendix E contains a description of these 
programs). In addition to these major programs, other smaller special- 
purpose aid programs have been authorized. These special-purpose 
programs usually award aid on the basis of personal status or 
occupational goals, without reference to need,' There are programs 

, which provide aid for the education of "veterans an<4 their families; to- 
students in health and criminal justice, programs; to the dependents of 
retired, disabled, and cieceased workers under Social Security and other 
Federal retirement systems; and to persons physically handicapped. 

^ r 

The Status of Studerrt Aid . 

V . 

Approximately $2.9 billion in student grants (including CW-S) and loans 
will be made in 1978 under the six need-based Office of Education (OE) 
programs. At least one-third of these funds will be going to students 
receiving aid under fnore than one program. J However, as siginficanv 
a$ they are, these programs most be kept in proper perspective among 
-the total spep trum of sources of aid for postsecondary education, 'Hie 
total estimated expenditures for institutions of higher education for 
1976-77 is $49 billion dollars. 3 In fiscal year 1977, abcwt $7.,9 billion 



2 

U.S. Executive Office of the President, Office of Management 
and Budget, Special Analyses; Budget of the United States?Governmem, 
Fiscal Year 1978 (Washington, D.C.: Government Printing Office, 1977), 
p. 182., 

' 3 U.S. Department of Health, Education, and Welfare, NCES, 
Projections ojL Education Statistics to 1985-86 p. 71. 
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has beep provided in Federal student assistance, another $<f.8 billion in 
Federal institutional aid and $1.7 billion in Federal tax expenditures (i.e., 
tax exemptipns). Therefore, the six 0^ studeot-assistahce programs 
represent only about onerthird of all of the Federal student-aid" available. 
Nevertheless, if these programs had not been available, many 
academically qualified students would .have been unable to meet the 
costs of any postsecondary education or would^have had to choose from a 
much more limited set of options. Table I and Figure 1 on pages 15 and 
16 show, the extent that these programs have focused onflow and 
moderate income students. 

» » • 

The other sources of Federal aid are not need-based; Half of theVfotal- 
Federal student aid comes from the Veterans Administration. The* 
relative importance of~ai4-from the Veterans Administratjgrr.can ; be 
expected to decline in the future" as farmer military personnel exhaust 
their eligibility and because veterans 1 educational* benefits havS .been 
sharply reduced for persons who are entering military service. The 
student aid provided by the Social Security Administration 'system, like 
tfiat provided by the Veterans Administration, depends upon the 
individual's persooal status as an orphan or dependent of a past or present 
Social Security recipient, and not upon demonstrated need. ■ ^ 

Two other providers of aid are institutions and the States. Most 
institutidns accept an obligation to*make available some sources of aid f to 
financially needy students. However, much of it is awarded orvthe basis 
of academic attainment or personal status, rn accordance *with the 
conditions specified by donors of the funds, rather than ?n the b&sis'of 
rreed.^ Institutions will continue to be important sources of aid, but their 
role probably will decline in the future 1 relative to Federal and State 
sources. , 

~ i - 

States are clearly more important sources of need-based aid now than 
was^the case only a few years ago. All States now hhve some sort of aid 
program- which meets the minimaL requirements fpr Federal matching 
under the v SSIG program, in addition to a large assortment of State 
programs based on criteria other^than need. While State governments 
.have recognized their -obligati^ to assist * needy: siudents^to enter and 
r % emain in postsecondary education, they will find themselves hard- 
pressed in corning years to maintain or increase their level of student'aid 
in the face* of competing demands for State funds. Although the overall 
trend of 'State aid is upward, some States have found it necessary * to ' 
reduce their, a*d in recent years. ■ * « ^A- 



U.S. Congress, Congressional Budget Office, Postsecondary * 
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DISTRIBUTION OF FISCAL YEAR 1977 OUTLAYS* 

FOR STUDENT ASSISTANCE FUNDS BY INCOME, IN MIL»ONS OF DOLLARS 
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PERCENTAGE OF FUNDS AND RECIPIENTS IN MAJOR STUDENT 
ASSISTANCE PROGRAMS BY INCOME CLASS, FISCAL YEAR 1977 OUTLAYS 
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Two important general conclusions ckn be drawn ^rom the history of 
student financial aid programs: First, although the most recent trend 
emphasizes financial need^s the basis for awards — a trend which wiU| 
probably continue for the foreseeable Juture as the cost of educatioW 
rises — most of ^he aid, e.g., VA and SSA aid, continues to be awarded on 
other criteria. Second, there is no singje, operational approach to the 
awarding of aid. Assistance may be received by the student through 
many different channels — through the educational institution, directly 
from the State, Ttrrettly from the Federal Government, or as a loan or 
gjant from a private source. The various Federal programs reflect oil pi 
these dif ferent.approaches to the delivery of aid. 

It would be contradictory to our tradition of diversity in postsecondary 
education if the Federal Government were to enforce^tandardization of- 
philosophy or procedures upon all'of the providers of aid. Nevertheless^ 
as a major source of student aid^.^J^he Federal' Government has an 
obligation to examine its own aid programs to be sure that they are 
properly coordinated with each other and with other sources of aid, and 
that' their administration does not present unnecessary problems to other 
parties in the financial aid process. Furthermore, in evaluating the 
extent to which the programs. are coordinated, it is q^sential that the 
Federal Government analyze the impact of the programs separately and 
in conjunction with each other on students 'or on educational institutions 
to determine the extent to which national policy objectives are being 
met. 

Sources of Current Problem^ and Concerns 

Despite the~ relative success of student financial prdgrams in nheeting 
many of their basic aims, they are experiencing problems which have t 
warraated .the attrition $i Congress. and .program administrators* T^ e * 
following chapters ^sgecif ically discuss, and make recommendations 
regarding problems/ 3 ^ -brief outline $*t!he sources of the problems will 
be presented here in three general categories: the rapid^growth and 
change in the programs, their inherent complexity, and the opportunities^ 
they present for fraud and abuse. 

♦ 

> * \k ^ . Growth and Change 

.Each of ^the programs has experienced rapid growth since its 
establishment. For BEOG, ttfe growth has been explosive: in onljrfive 
years, it has become the largest program administered by. the Of f ice of 
Education. * 
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More than three and one half million BEOG applications must be 
* processed each year. The loan volume of the*GSD and NDSL programs 
would rank them, among the largest consumer loan systems in -the 
country. s 

Th^f number of entities involved in- the six programs has increased 
significantly each year, as has the number of students b£ing served. 

This rapid program growth has placed great stress upon the Federal 
Government, State agencies, lending institutions, and education 
institutions as staffing levels lag behind the actual volume of work to be 
performed. For example, the Basic Grant program has position 
authorizations foK a Central Office staff of 70 persons in FY 1976 and 
107 persons FY 1977; it is concerned with over 3.5 million applicants 
and 1.5 billion dollars. Each' 'year, thousands of "new persons assume 
important responsibilities in the administration of the program, and there 
have never been sufficient resources to provide adequate training and 
technical assistance of the scale, needed. 

Furthermore, '"the prcfgrams are not .static. They jnust b£* periodically 
reauthorized by Congress, and usually they ^e modified in the^ review 
process prior to reauthorization. The changes made in the GSL program, 
particularly, -have been substantial a$ Congress h$s attempted to respond- 
to emerging problems in the program^ **- 

Once legislation has been passed, the details o£ administration are 
spelled out in the Federal Register in order to identify issues that must 
be resolved in regulations ary^on which the Department seeks guidance 
from the public. Following a period of public response, and the analysis 
of comments, proposed regulations are published in the Federal Register . 
Following still another period for public comment ahd an analysis of the 
C(5#Ph Mints, "final regulations 4re published in the, Federal Register . The 
process may alap incjude public" hearings. 

While intended to provide for maximum public participation in HEW 
ruiemaking, this process is very time-consuming. r Including the time 
r.equired to secure Department reviews and clearances, two years or 
more have often elapsed before final* regulations appeared. During this 
"period, those who.' receive funds are subject to the law despite the 
absence of implementing regulations. . 

- In programs like the student assistance programs which are subject to 
frequent Congressional changes, revi§pd legislation ¥ may be parsed even 
before final: regulations for the previous legislation have appeared. For 
example, 'propdsed rules* for the GSL program published in the Federal 
Register on November 5, 1976, did not reflect X\\e sweeping changes 
made in the program by the Education Amendments of 1976, signed into 
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law on October 12, '1976. In addition to changes in regulations required 
by legislative amendments, the Department may initiate- changes in 
reflations because' of 'some experience in implementing the program. 

* 

A similar problem has often existed in the publication of handbooks and 
manuals to be used by school officials, lenders, and State and Federal 
employees in day-to-day program, administration. Because they must be 
• based -^upoh the ^aw and final regulations and^ must be initiated or 
prepared' by overburdened Federal staffs, they have seldom been 
available on a timely basis/Manuals have not been revised since 1967 for 
NDSL, 1971 for CW-S, and there hds never, been a manual for the SEOG 
since its inception in 1972. Only the BEOG program has" succeeded 4n 
producing annual revisions of its program handbook. 



Program Complexity 

• «*- 

A second source of problems is the basic complexity . of the programs. 
Complex administrative requirements typically are stated in the fine 
detail in the law. Consequently, detailed regulations are required. The 
trend is for the programs to become still more complex as Congress 
<T modifies them to extend their benefits and correct administrative 
problems^ *' * + ' f 

i 

Each of the programs has an administrative process involvmg at least 
three parties: the student, the school, and the Federal Government. In'a 
loan program, a private lender and/or ^a State agency may also be 
involved. Accountability for Federal funds must be maintained requiring 
a large amount of information from all of these parties. " Complex 
procedure^ are involved in ^transferring this information from one party 
^ another ^pd, ir> order to establish the Student's xcf^rtinuecj/eligibilhy 
and the amount of assistance he or she may receive,, this information 
must be kept current. 

Furthermore, because the programs were enacted at dif|erent times in 
response to different conditions they .contain some inconsistencies which 
increase the possibilities for confusion ahd error. There are 
inconsistencies in legislative purpose, allocation processes, eligibility 
requirements for students, and schools, and administrative requirements. 
Further, there is a fundamental conflict in legislation which requires 
both that funds be made -readily available to students and that the 
programs be managed prudently to minimize losses. 
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Fraud arjd^ Abuse 



♦Sadly,, experience shows that the programs are quite vulnerable t(f fraud 
♦arid abuse. The flow of funds is dependent upon a base of information 
Which is verified only after the fact or which may not be verifiable 
except at prohibitive cost. Resources have not been available to monitor 
/th£ performance of Federal fund recipients on any regular basis. 

' While most 'dive acted in good faith, and most problems can be 
attributed to ignorance or honest mistakes, the complexity of the 

^ programs ancf the looseness of their administration have been an open 
invitation to a few who would deliberately abuse them. Abuse can take 
many forms. Students for example, may receive grants without intending 
to use them for the given educational purposes or may take out loans 
intending to evade their repayment obligations. Unscrupulous sctjoob 
' may use federally insured loans to* attract students and then fail* to 
deliver the education for which students have, indebted themselves. 
Beyor# these forms of misuse, there are well documented instances of 
outright criminal fraud in Jhe submission of false information^ diversion 
of Federal funds, bribery, and kickbacks. % - 

; 

. It would not be possible to eliminate completely the possibility of fraud 
and' abuse without imposing onerous am^expensive controls' upon the 
parties involved. Such controls probablySwouid make the programs 
unapf>ealing to the students whom they are intended to benefit, as well as 
to the educational institutions and lenderS^who^are involved in their 
administration. , While rigid controls probably would be counter- 
productive, responsible management still requires that reasonable 
corrective actions be taken by the Federal Government to minimize 
opportunities for fraud and abuse. w - 
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HIGHLIGHTS OF MAJOR RECOMMENDATIONS 



The Study Group's recommendations address,X wide range of 'problems 
and, concerns at different levels in the providing of Federal financial 
assistance to students seeking postsecondary education. 

these recommendations call for changes in all financial assistance pro-' 
grams Administered by the Office of Education. In some cases they are 
very broad, and in others they are specific and technical. 'Because of this 
variation in the recommendations, responsibility for approving an action 
required to implement change also varies.. Changes will be required in 
legislation, regulations, and administrative procedures. , Thus, in order 
for the changes to be implemented, action will be needed by Congress, 
the Secretary of HEW, the Commissioner of -Education, and the Deputy 
Commissioner for "Student Financial Assistance. 
> 

For these changes to be fully effective, the cooperation and coordination 
of those parties who play major and important "roles in delivering Federal 
financial assistance to students is necessary. Those parties include Fed- 
eral agencies, States, educational institutions, the banking community, 
and private agencies. 

In drawing up its recommendations, the Study Group found several over- 
riding problems as it addressed specific issues and concerns. Many of 
these problems have been identified in reports, studies, and audits during 
the past' several years' and were restated by individuals testifying at 
public hearings across the country. In general these pr<5blems and 
concerns are as follows: 

w 

1. The Federal Government has po, overall philosophy of financial 
y assistance to students- orr which to build^a Comprehensive and l§gi<Jal 

program of support. 

2. Legislation hatf provided a patchwork of assistance to meet particular 
problems and ^concerns. This has led to different definitions for like 
situations §n<£has added to the complexities that are faced today. 

3. The major g^al at the Federal levekhad been to "get the money out" 
,as soon* as possible. Little thought was given* to good organizational 
management or control. To a Jarge extent the goal has been 
accomplished, but this has left in its wake serious problems of mis- 
management, abuse, and fraud. Now that the problems exist, 
regulations are being put in place to add controls. More regulation 
augments the concern of institutions that they are peing over- 
regulated and overburdened in administering student aid programs. 



4. The organization for administering these 'programs irr the Office of 
Education has followed the patchwork pattern of the legislation and 
thus added to the problejms. Each program staff acted as a separate 
entity, with almost complete autonomy in operation. This led. to 
administrative and technical differences in handling .each program 
and confusion in the field. 

5. Institutions of pOstsecondary education and the financial aid 
administrators of these institutions have major responsibilities for the 
operation of these programs. However, the level of commitment and 
competency to fulfill these responsibilities, varies considerably. Many 
institutions dedicate considerable resources and operate exemplary 
programs with a high level of professionalism and integrity. On the 
other hand, a few institutions have had less than an honorable intent 
and in some cases even a criminal intent. 

6. The tremendous growth in the numbers to be. served by these 
programs and in the dollars available for them the past fi^e years has 
far exceeded the resoyrces available to administer them* 

7. The-need for information is a major concern of students and parents. 
Information on availability of assistance is required very early in 

- planning for postsecondary education. The~application, process should 
^be consolidated and simplified. Studenj^ and parents need to be tally 

infdrmed of their rights and responsibilities once assistance is 

available. 

# * 

8. The present State allocation formute£ and institutional applications 
for campus-based programs need-^rnajor overhaul to provide equity 
and integrity fn these programs. 

The Study Grou^ feels the <highlights of its recommendations, which 
foUow, summarize- major steps needed tQ improve the org^nizatign .and 
management of student, .financial assistance. These steps will help 
considerably in solving the problems and concerns outlined abgve. Each 
can be found in one or /nore of the recommendations in the Study Group's 
report to the Secretary of HEW. - 

Organization Structure 

The Study Group recommends that ail HEW student financial assistance 
programs be administered byA single Bureau of Student Financial 
Assistance in the Office of cWcation. To the extent possible, the 
Bureau should be organized along functional lines, instead of along 

s 
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individual program lines, to enhance coordination an*d integration! of 
student financial aid programs. Recognition should be given to the heavy 
management and fiscal responsibilities of this operation when assigring 
staff members to this Bureau. A Division of Certif icajion and 4 
Compliance ^ould be established to strengthen the eligibility process 
and emphasizeHhe prevention of fraud and abuse. 

Allocation of Funds for Campus-Based Programs - j 

The Study Group recommends major changes in the State allocation 
formulas. .Under present legislation these formulas vary among eac£ of 
the thrfce campus-base^Tprograms (National Direct Student Loan, College 
Work-Study; and Supplemental Educational Opportunity Grant) and have 
no direct relationship to the distribution of funds to institutions land 
students. These: formulas should be based on the population to be served. 
Furthermore, the current method of assigningjthe discretionary portion 
of the ten percent campus-based funds has led to considerable inequity 
and grantsmanship and should be completely restructured. 

Institutional Application Process for Campus-Baled Programs 

The 'Study Group recommends the establishment'of a new process for the 
filing of applications for Campus-Based program funds. In testimony 
heard around the country the current institutional application process has 
been identified as a major problem because it fails to provide an 
equitable distribution of funds and encourages grantsmanship for those 
who "know" the system. - 

^A new institutional funding system should include a simplification and 
'consolidation of the data collection syst&qn eliminating an but required, 
used and unduplicated^ data. It should fully operational to hover 
awards made for the "1979-56 fiscal year, addition step* should be 
taken immediately^ thsOa^Ldf 1977, Jo^effecf^ny po^^e^changts fbt; 
fiscal yfar 1978-79 which can 6e directed towarcha pemianent solition. 
The Study Group recommends the immediate appointment of a working 
group to accomplish thes^ objectives. 

Student and parent Financial Data Requirements 

The Study Group recommends that students and parents be required to 
s,ubmit financial data only once £ach year -in' applying for Federal s xident 
financial aid programs. It recommends that a -common financial data 
collection system be established for use in the 1978-79 award yeaT. The 
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system the Group proposes would permit, selected facts from the data 
collected by private needs analysis systems and /State scholarship 'and 
grant agencies to be transmitted to the*BEOG processor. The BEOG 
processor would inform the student difectly as to his or her BEOG 
eligibility without an-additional application. To further enhance data 
quality, the required family financial 'data required would be year-end 
data which could be veri-fied. The proposed system will be a major step 
toward the goal of a common student financial aid applicatiom form. 

Validation of Information with Income Ta^Cfeecords - — n; 

J ' 9 

The Study Group recommends that the Office of Education require States 

and institutions to verify financial data submitted by "parents and. 

students in. applying for financial aid. Comparisons should be made if 

data is received from various sources, including final verification with 

income tax records. This will help reduce fr^lud and ab'use. 

* 

The Eligibility Process * r 

Even though eligibility and approval for participation in, the Federal 
student aid programs have been viewed as though they were identical 
items, the Stut^f* Cffoup has conceived of them as two parts of a single 
process. The first part, the determination of basic eligibility, is the 
shared responsibility of the Federal Government, the States &nd the 
private accrediting agencies; the second part, approval fbr individual 
program participation, is essentially a Federal responsibility. 

The Study Group redom mends that the determination of basic eligibility 
remain the responsibility of the Division of Eligibility * and Agency 
Evaluation and suggests that much of the process involved in, arriving at- 
its determination refnain unchanged. 5 . " " 

In reference to the second part of the, process the Study Group has 
Recommended substantial changes. After being* Certified as eligible? 
educational institutions would apply to participate in particular Federal 
programs. Changes ^n the approval process for an educational 
institution's participation in the student financial aid programs would 
include 1) the development of a single application for use by institutions 
in applying for participation in one oc more of the seven principal student 
aid programs, 2) the submission of application forms to and handling of 
all forms by a single Federal office* and 3) the addition of a 
comprehensive evaluation of the instifutionV resources, integrity, 
financial aid program management and consumer protection practices as 
they apply to the administration of federal student aid programs. 
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Student Information Network 



The Study Group recommends that the Secretary of HEW establish a 
clearinghouse *for all major student assistance information. The major 
duties for this clearinghouse would include collecting, developing, and 
disseminating information, coordinating existing, inforrrtation programs, 
and conducting outreach efforts. One activity would be to improve 
coordination of Federal, State, and institutional financial aid programs 
with manpower planning, career education, and social and community 
service, including Talent Search, Upward Bound, and Special Services. 

The Study Group also recommends that HEW extend the scope of its 
dissemination activities to fill needs beyond those covered by proposed 
program regulations. Specifically, J) the scope should be broadened to 
include all governmental student financial aid programs, 2) an effort 
should be made to intensify the cooperation of the mass media, education 1 
and student associations, and industry in reaching students, ^nd 3) the 
information disseminated should be tailored to those prospective students 
who would not ordinarily make inquiries of a postsecondary institution; to 
those of differing academlfc levels and with non-traditional interests; and 
to those in a position to influence a student's decisions, e.g., counselors, 
referral services, and parents. f 

Computer Utilization .,^. . f "~ 

Although the Study Group was not able to examine in detail the computer 
utilization, its study did lead to deep^ concern regarding the continued 
propriety, as public policy, of long term contracting for major computer 
systems; the potential for favoritism and abuse that exists in selecting 
vendors and awarding contracts; the consequence-of a systems failure 
upon the continued viability of the GSL and BEt)G programs; and, finally, 
the almost total lack of coordination between the GSL, SSIG, BEOG, and 
campus-based programs in their respective computer 'system design and 
^op^ra^ons. 



As a result the Study Group has recommended that HEW undertake a full 
seale review of all student financial assistanjce computer operations and 
exercise stringent control over the' procurement of computer services, 
Specifically, HEW should 1) reassess the continued propriety and public 
policy implications of long term contracting including its practical 
constraint uport' meaningful competition, 2) investigate the potential for 
integrating part or all of the now separate GSL, SSIG, BEOG, and 
campus-based systems, 3) impose stringent prior approval conditions on 
contract modifications, k) further tighten the Current restrictions on sole 
source procurements, 5) strengthen technical review panels by requiring 
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that such panels include a sufficient number of 'reviewers independent of 
.the contracting program office toV assure an objective appraisal of 
bidders, and 6) establish a functional Management Systems Division to. 
"* monitor and coordinate SFA computer operations. 

Coordination with Other Federal Student Financial Aid Programs ' 

The Study Group recommends- that HEW tighten the, 'coordination 
betwereif student financial aid programs and other federal and public 
support orogr am s to assure against duplication of funds in meeting a 
student 1 / educational expenses and assure that maintenance payments *to 
students or their parents from other public aid sources are not reduced 
for students receiving student financial aid for direct education 
expenses. 

t0F Manuals and Handbooks- z- . 

■ ■ < 

The Study Group recommends that the Office of Education immediately 
begin to develop, for Ose in 1979-80 at the latest, an integrated set of^ 
guidelines or manuals to govern all student financial aid programs. This 
should be done in cpnsultatjon with a committee, composed of a>cross- 
section of institutional respresentatives and OE Central and Regional 
— Py ice representatives. Tfie guidelines should provide direction on the 
I general and individual aspects of managing all student financial aid 
programs. 

Financial Aid Transcri pt , 

The Study Group recommends that t^ Office of Education develop a 
standard financial aid transcript for institutions to use in monitoring 
„ students 1 financial aid to assure that cumulative award limits are not 
violated and to communicate other needed information. 1 



Training 



The Study Grpup recommends tha^the Office of Education stimulate'and 
- guide tjne development of comprehensive training for^alMhose involved in 
the management of student financial aid programs. The training should 
take into account the varying functions of the individuals involved, i.e., 
administrators, financial aid counselors, business officers, and non- 
iftstitutional aid personnel. 
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Clarifying Responsibilities of institutions * • 

% The Study Group recommends precise definition of the responsiBilities of 
educational institutions for the administration of stiktent financial aid 
programs, especially BEOG, to end "^confusion about^the institutions 1 
responsibility for accuracy of data, the amount of validation required, 
the requirements to pursue repayments of over-awards*«etc. The Group 
recommends that a clear statement of institutional responsibility become 
a part of the regulations. / >x 

National Assessment of Student Financial Aid Programs . 

The Study Group recommends that a major study of the student financial 
aid programs be undertaken to determine the following: 

"^fT^Whfther they are fulfilling their intended purpose, 

2. Ac&al and perceived barriers to, the equfta^fe distribution of aid, 

\ 

3. The ramifications of expected changes in the size of the eligible 
poptilation and of likely changes in social security and other benefits, 

4. The extent to which the student financial aid programs are shifting 
conventional State and institutional funding responsibilities to the 
Federal Government, 

- \ 

5. Whether the financial characteristics of GSL borrowers have altered 
with the establishment of new upper limits of family income and, if 
they feve altered, the effect on the available of loans for lower- 
income families and on the need for additional grants and work-study 
funds, . 

*k The fiscal and social implications of the growing number of 
^ "independent" students and part-time student qualifying for financial 

* -aid, 

* i. 

7. The needs and problems of the non-traditional urban commuter 
student, who is typically independent,-~oider, and a member of a 
minority ^roup, 

S. The general attitude of students, parents, schools, lenders, and the 
taxpaying public ;toward the various types of financial aid programs 
and the availability of aid funds to students, ~ 

9. The reasons that some # students who apply for and are eligible to 
receive BEOG's fail to attend a postseCondary institution, and 



/ 

10. The examination of 'alternatives to the' present programs and the 
effects of these alternatives on-institutions and students. ■ 

The Study Group believes that studies such as those outlined above are 
needed because student financial aid has grown to become one of £he 
dominant factors affecting higher education today. Total aid to students 
.from all Federal programs is now estimated'at more than $7.9 billion a 
year. 

<* 

-Moreover, as the volume of student aid has increased, a substantial 
•administrative structure s has been created at every level. The Study 
Group believes it is time to rethink the extent to which, and how, 
financial aid should be provided and to rethink" the respective 
responsibilities, of the Federal Government, State governments, 
educational institutions, and students and their jjarents for sharing the 
costs ol^ducation and training. Furthermore, increasing' efforts must be 
' directed toward analyzing the impact of the student aid on institutional 
dercision-makiRg. 



28 



ERIC 



39, 



CHAPTER I 



ELKfTBILITY AND PROGRAM CERTIFICATION: 
? INOtNGS AND RECOMMENDATIONS 



* A. Introauctibn ■ 



\ 



One of >the three major areas of study undertaken by the Study Group was 
that of~determitttng the eligibility of students, educational institutions, 
and lenders arid the^subsequent certification of educational institutions 
and leaders to participate in .the various Federal student aid programs. 
Th$ study included, a review of 'the professes of. determining basic < 
Eligibility,, certifying eligibility for* program * participation once 'basic 
eligibility is determined, mairjj^nance of eligibility, and improved 
alternatives to existing systems of eligibility determination^ 

An eligibility determination, <ahd the following certifilHkn determina- 
tion, assume that the approved parto can be depended upoS* to act properly 
tor some period, into the futu/e. %L these determinafionsWe vafcd, the 
.-^acts of the approved party need toTte monitored only peH&Iically,* 

In its consideration of issues pertaining tq institutional eligibility and 
certification, the Stuciy Group has * been careful to- maintain sharp 
distinctions among accreditation, institutional eligibility, and institu- 
tional certification for participation in Federal programs. 

t Accreditation, historically, has been the responsibility ' of non-gpvern- 
mAtal accreditation groups. The primary focus of the accreditation 
progress is the determination of eduqatior^^juality* Educs^|bnal quality 
is >a necessary/ condition for institutiona^^articipation in* Federal aid 
programs. Thus, students who* use Federal financial assistance pr incur 
loan obligations to attend an institution should expect at least/ minimal 
standards of quality in the institution's educational programs. 

Even tho ugjj^ he accreditation criteria include a consideration' of insti- 
tutioj)&W#i|Pity, accreditation alone is not a sufficient guarantee of the 
competence and 'willingness 6f the institution to manage Federal aid funds 
'in accordance with the law. To protect iteown legitimate interests, the 
Federal* Government is justified in festablisWhg Qertifig&tion requirements 
to enSur^ the sound and efficient administration of Federal prograrr^.- 
However, these requirements which are'designed t^ensure good program 
management differ in character from thg» requirements necessary to 
dotermine educational quality. ' \ * . 
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The Sfudy Group has made eligibility/certification re^nmendations 
related °to institutions, to students, and to lenders. The Study Group also 
considered the role of State approval agencies in the Federal student 
financial aid programs. 

*^tates-are eligible for participation in the GSL and SSIG programs if they 
agree to meet requirements set forth in the law and specified ir£Offic.e of 
Education regulations. Many State agencies are or willj>e ^riportant \ 
participants in -ttlgsa programs. ';Since there ris 4^def inijte number of 
potentially eligible states and, since the guidelinef^fre stated in a direct 
manner, State eligibility is readily determined. Eligibility is ensured if 

* the State agrees to perform in a manner acceptable to the Office of 
Education. • 

» # . , * 

States 1 involvement is most pervasive in the SSIG program, where States 
are designated as the responsible administrative organization. States have 
also become heavily involved in the GSL pwfcram. by establishing^ 
guarantee agencies for student loans. The guar^tee agencies vary ir& 
form in thatvtWfy may lie a loan guarantee agencies whi'ch operate in 
conjunction wkfl a State scholarship^ agency,? a division of a large State 
agency <e.g., a State Department of Higher Education) a quasi-govern- 
mental agency or a 'private or public nonprofit corporation within a^State. 
In drie instance a private non-profit corporation, United Student Aid Fund, 
Inc., serves a number of States. States afiso have an option' to act as 
Tenders in^he GSL program on the same basis as other- types of direct, 
lenders and to have their loans insured by the Federal Government. 

Unfortunately, the lack of uniform lending policies among eligible State 
guarantors is a cause for some concern. Among States participating in the 
Guaranteed Student Loan Program there are differing residency criteria, 
4oan limits, portability standards and levels of lender participation. In 
some areas Guaranteed Studertt Lo&ns are not available through either a 
Federal or State or private- non-prof it agency. There are also \ obvious 
differences in tfie quality, program performance, and service between 
State administered and federally administered programs. The lack of 
consistent policy and .participation results in a condition whereby students 
throughout the country are not assured of equal access to or flexibilitykin* 
thfeir use of Guarantee^ Student Loan Funds. Obviously, encouragemeoJ3 
of inc^easgd . Starte participation, program coordination, and 
standardization to the degree possible are key solutions to the problems of 
Unequal access. -4*$^ - , ? 
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The major ^sponsibilities in the administration of Federal' student aid 
programs focus on the.educatio,nal institution which v the student attends* 
The educational institutions directly administer the three, cam pus-based 
progi-ams (5EOG, ND5L, and* CW-5) and the GSL program if they parti- 
cipate as direct lenders. They alsp have important roles in managing 
ffinds under the BEOG and GSL programs.- Altogether, more than 8,000 
postsecondary institutions of many different kinds, participate in one or 
more of the programs. The Study Group has carefully examined the- 
eligibility/certification processes and the mechanisms available to OE to 
moui/or institutional performance in their management of Federal 
financial aid dollars. • ' 

A determination of eligibility and certification under Federal aid 
programs carries with it the responsibility for proper use^of Federaf funds. 
Administrative responsibility for the larg# amount of Federal aid funds is 
dispersed among thousands^ ^of institutions; the authority to create 
obligations against the Federal Gbverhment is held by thousands of 
lenders; and the financial benefits of these programs accrue to millions of 
students who must fulfill le|al Requirements for participation. The 
process of eligibility and, certification determination is K therefore, crucial 
to the integrity of the programs. 
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B. Institutional Eligibility/ Certification 



BACKGROUND AND ISSUES ^ ^ . r 

- The is|ues involved in institutional eligibility/certification can be grouped 
into several areas. First, there is a group of issues relating to the condi-. 
tions for basic eligibility/certification for Federal programs... The general 
trend has been to broaden the population.base of institutions that would be 
eligible. In fact* until very recently more emphasis has been placed on 
expanding the number of organizations eligible to participate in the 

' financial aid programs than on providing safeguards to protect students 
against improper institutional practices. Consequently, in recent years, 
many institutions have taken on tte responsibility lor Federal funds for 
the first time. This has strained the manage mfent, capability of some and 
placed on them a Federal .compliance responsibility which is not 
adequately understood and which, therefore,* cannot be adequately 
exercised. Until very recently, more emphasis has # been placed on 
broadening eligibility for student financial aid programs by expanding the 
numbers of organizations eligible to participate than on providing 
safeguards to project student^igainst unproper institutional practices. 

Several requirements must Ae met by an institution which participates in 
one or^rnore Federal finartrfal aid programs. The institution must meet 
both the minimum eligibility requirements stated in each programs 
/authorizing legislation and the requiremehts of the general legislation 
applicable to all recipients of Office of Education funds. 

The Higher Education Act of 1965 defines seven -major elements of eli- 
gibility. The institution must be one which: L) admits as regular student? 
onljQiigh school graduates or which practices, "open-door" admissipas; 2) 
is legally authorized by its State; 3) awards baccataucreate or advanced 
degrees or two-year associate degrees or includes non-degree programs of 
at /east- six months duration leading to gainful employment; *) ,is 
appropriately accredited; 5) has operated for at least two years; 6\ is in 
complianceyvith the, Civil Rights A£t and the Family Educational Rights 
and Privacy Act; and 7) dp^s'not use Federal funds for religious or 
sectarian purposes. . ' ' 

Since the intended ultimate beneficiary of the programs is the' student, jci 
the institution fails to fulfill its responsibilities, it is the student who is 
harmed most. The best interests of the student and- institution may TK5t 
always coincide, and the. Federal Government has a particular responsi- 
bility to ensure that stuc^nt interests are upheld. 




\The second set of issues is related to the process for determining eligi- 
bility/ certification. - These issues directly inovlve the most sensitive 
questions of institutional Autonomy and the limits of Federal authority. 
This explains why the roles of the various parties in the eligibility/certi- 
fication process ~ are subject to great confusion and considerable 
uncertainly. The Study Group has viewed eligibility and certification as 
two parts of a single process, and its recommendations reflect that view. 
The eligibility process" is a responsibility shared by the * Federal 
Government, the States, and private accrediting agencies-. On the other 
hand, certification is essentially a Federal responsibility. 

By both tr adit ion r ^ind the will of Congress, the Federal Government does- 
not have the authority to assess directly the quality of institutional pro- 
gram offerings.. * 

Nevertheless, the Federal Governmerit has a legitimate need for assurance, 
as to the educational quality and probity of postsecondary irtftitutidlns for 
the purpose of determining their eligibility to participate in Federal 
programs. Consequently, the-Federal Government has relied upon States 
and, especially, on private accrediting associations to fulfill this need. 

Ordinarily, no school or college may exist- without a charter frcfrn the 
rotate in which it is located. In most States where it exists, licensing 
'reflects only very'minimal standards. Some States do a conscientious job 
of licensing. Other States "do not have an effective basic law, while still 
others do not enforte existing laws. There is no commbn understanding of 
the purposes <5f State licensing, and £tate licensing alone is not an 
effective or reliable indicator- or quality. It is entirely possible for an 
institution to lose its license to operate a branch in one State while 
continuing to operate in other States. Indeed, the other States may never 
learn that the license has been revoked. 

The Office of Educations responsibilities for eligibility determination are 
now lodged in the Division of Eligibility and Agency Evaluation>(DEAE) in 
the Bureau of Higher and Continuing Education. Basic institutional 
eligibility*** determined primarily on the basis of accreditation by a 
recognized accrediting agency or by one of the apf/royed alternative 
methods. Since accreditation is presently the most significant 
determining factor leading to a determination of basic eligibility, it is 
important to understand, the procedures employed in the accreditation 
process. First, the accrediting agency establishes its standards for 
accreditation which- include program quality. Secondly the applicant 
institution completes a .self-study which is used to determine its 
comformity with the standards of the accrediting agency. Thirdly a 
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review team of educators designated by the accrediting agency visits the 
institution to see if, in fact, accreditation standards are being met in 
practice. If the review team is satisfied, the final step is for the 
institution to be* listed as officially accredited educational institution/ It 
bears repeating here that accrediting agertcies ar^e most concerned with* 
evaluating the overall quality of educational programs offered by an 
institution and are neither adequately trained nor do they desire to 
evaluate the capability of 'an applicant institution to properly administer 
Federal student financial aid programs. 

Increasing Federal reliance on private accrediting agencies in the eli- 
gibility process presents some problems. The most serious problem is that 
accrediting agencies are private, independent, voluntary organization 
fundamentally responsible to their member institutions. They have no 
legal responsibility to State or Federal governments; they are funded 
entirely from their members 1 dues and application fees (they receive no. 
_2yblic 'funds, efrber State or Federal); and their purposes do not 
nSfcessarily coincide with Federal neecjs. Accrediting associations are not 
r^wlatory or enforcem|nr bodies, and they are opposed to being called on 
to Assume responsibilities of a regulatory nature. This has been a source 
of friction and some confusion as Congress* has sought means to achieve 
greater institutional accountability for student financial aid funds. * 

( 

To n^ake the problem more complex, institutions which are nAt accredited 
may satisfy the accreditation requirement via other legal avenues. These 
include: 

1. Certification by three accredited institutions that^ they have 
accepted transfer students or will - accept credits from the 
nonacaredited .institution on the same basis as transfer from 
accredited institutions (the "three letter" system); 

2. Interim approval by the Commissioner's Advisory Committee on 
Accreditation and Institutional Eligibility for categories of schools 
which lack' access' to a nationally recognized accrediting agency; 1 * 

• * 

3. Specific State agency approval; 

V * 

a. Schools of Nursing approved under the Nurse Training Act (8 
States); ' * 
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Public postsecondary vocational schopls approved under the 
"Mondale Amendment (12 States). Institutions approved by a 
5>£affc agency recognized by the Commissioner under the 
ndale Amendments as "reliable authorities" «are auto- 
matically eligible for participation in all federal student 
financial assistance programs; 
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Commissioner's determination of "satisfactory assurance" of 
anticipated future accreditation by a recognized accrediting 
* agency. «- • 

These alternatives to accreditation are even less adequate meGhanisms for 
determining basic eligibility because none of them Require on-site reviews. 

When institutional eligibility*status is confirmed, a letter is issyed to the 
institution ■. listing those Federal programs and titles to which the 
institution may apply for participation. The institution must then apply to 
and be approved for participation in each individual program. 

Several problems arise - frqm the present procedures for eligibility 
determination and certification for program participation. There is no 
clear delineation between basic eligibility and ^certification for 
participation in specific programs and the conditions whyrch should apply to 
each. The process of granting certification is cumbersome, resulting in a 
significant paperwork burden for the institutions and the Office of 
Education and leading to the possibility of confusion regarding programs 
for which an institution is eligible. Given the ever-growing number of 
institutions seeking^ eligibility for student financial aid programs, DEAE's - 
eligibility determination can be little more than pro forma. 

A third set of issues relates to communications among the organizations 
with interests in accreditation and ?lijgibility. The Study Group finds that 
there is a pervasive problem of poor communication among the parties in 
the triad ~ private accreditation agencies, State licensing and approval 
agencies, and the Federal Government. The Office of Education, and 
particularly .the DEAE, is in a 'strategic position to foster improved 
.Communications and cooperation. A fully m developed communications 
network on institutional eligibility and certification would include 
institutional student financial aid administrators, concerned Federal 
agenoe^, and State guarantee agencies. AH of the parties have a strong* 
mut\ial interest in improving the quality^of postseconflary education, and 
this should provide the basis for cooperative' efforts which can be achieved 
without compromising the prior separation of responsibilities. 

A fourth group of issues relates to the area of monitoring the performance, 
.of institutions which have been certified and determinirtg their continued 
'participation. As was mentioned earlier, the Office of Education does not 

now have & unified procedure for systematically reviewing institutional 

performance. 
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In making decisions regarding continued funding, OE can review fiscal 
operations reports, but it cannot, verify the accuracy of the data sub- 
mitted. Once an institution's program participation has been certified, it 
is presumed to be performing adequately and ^certification is per- 
functory until or unless some contrary^nformation emerges either through 
routine on-site reviews or audits of through special reviews or audits 
triggered by a suspected problem. The Office of Education has been slow 
and inconsistent in its response to complaints about institutional program 
mismanagement submitted by program offipes, State agencies, and con- 
sumers. Regulations authorising the Office of Education to limit, 
suspend, or terminate the participation of institutions (referred to as L, S, 
and T) will provide a me^ns for dealing, with problem situations once they 
ar* identified.' ■ ^ ^ 

While the most serious problems <io eventually come to light, seJious 
losses of Federal funds apd harm to the educational* aspirations o^stu- 
"dents may occMr before ^ problem is recognized. Worse, less severe 
problems may go undetected year after year, bften the result of mis- 
information or a lack of understanding, such problems can best be 
addressed by improved communications, increased technical assistance, 
and simplified and consolidated procedures. Hopefully, the implementa- 
tion of the following recommendations will aid in promoting more 
efficient and effective management of Federal student financial 
assistance programs. 

RECOMMENDATIONS \t N 

Institutional Eligibility/Certification * ~ 

I-B-l Two-Step Institutional Eligibility Process 
M-B-2 First-Step: Determination of Basic Eligibility 
I-B-3^ Second-Step: Determination of Certification 

S - 

I-B-4 Alternative Procedures for Determining Basic Institutional 
Eligibility * 

I-B-5 Single^ Set of Requirements for Certification 

J-B-6 Formal Recognition and Approval # of State Accrediting, Licensing, 
Charter Agencies - ^ v 

I-B-7 Strengthening St^te Participation " . 

F-B-8 Information Network Exchange Basic Eligibility 

I-B-9 Contracting Between Eligible and Non-Eligible Irfctitutions 
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I-EM Two-Step Institutional Eligibility Process; 1) Basic Eligibility and 



2) Certificate 
-7 

Recommendation , 



/ 



The Study Group recom mentis * a formal and complementary 
process for the determination of institutional eligibility to participate 
Federal programs. 



two-ptep 
in 



The first step is called "Basic Eligibility" which has the determination of 
educational quality as its foundation. The Division of Eligibility and 
Agency Evaluation would be responsible for granting basic eligibility 



which woulcKjualif y an institution of postsecondary education to 



apply to 



participate in one or more of the student financial aid (SFA) progpajns 

The second step is called the "Certification" process. Institutions 
possessing Basic Eligibility status must meet certification requirements 
to become eligible to participate in specific Federal stuiJeht aid 
programs. The Certification and Compliance^process woul# be the 
responsibility of the Division of Certification and Compliance i$ the new 
Bureau of Student Financial Assistance (BSFA). (See III-B-1). Iri addition 
to a review of an institution's practices with respect to both gejneral and 
program specific statutory requirements, the process would involve a 
thorough and comprehensive evaluation of the institution's Resources, 
integrity and capabilities in the areas of financial stability,! financial 
management, program management, and consumer protection? practices 
as they apply directly to the institution's administration of tljie student 
financial aid progrants. v (See I1I-E-1). 

Rationale - v I 

Experience has shown that institutional program participation based 
primarily on basic -eligibility determinations such as the criterion of 
education quality have been inadequate to preclude fraud and abuse., 

Precautionary procedures and more stringent certification requirements 
should be implemented before eligibility for prograof participation is 
-granted and Federal monies are allocated to an institution and its stu- 
dents. Such procedures would protect the interests of the Federal . 
Government, as well as those of student consumers, against potential 
fraud and abuse. 
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I-B-2 First Step; Determination of Basic Eligibility 

°- . 

Recommendation ^ * - * - 

■» /- 

The Study Group recommends continued reliance by the "Division of 
Eligibility and Agency Evaluation on the partnership between Federal 
agencies, State agencies, and approved voluntary accrediting agencies in 
establishing basic eligibility for educational institutions to participate in 
Federal student financial aid'(SFA) programs. The principal component 
of Basic Eligibility is educational quality. * 

■* 

State chartering and licensure, accreditation by a nationally recognized 
accrediting agency, approval by a recognized State agency, and/or 
recognition by the Commissioner are criteria to be considered by DEAE 
in the determination of an institutions basic eligibility. 

Rationale ^ * . 

♦ 

DEAE has developed and refined the standards thaj postsecondary 
educational institutions must meet in** order to meet basic eligibility 
criteria. Institutional accreditation by-an approved accrediting agency is 
one of the primary requisites for participation in % the Federal SFA 
programs, and it is the respon$ibility£of DEAE to grant approval of 
accrediting agencies who provide this important service. Various State 
agencies play a significant role in recognition of institutions to operate 
and offer postsecondary education. In some cases, this .is in addition to 
the role of the voluntary accrediting agency, and in others, it is the 
primary and only source of legal authorization and right to operate. 

* Basic eligibility, as it is under the current system, would be the first step 
in becoming certified to receive Federal funds and is of primary 
importance because it is the only quality -assurance of the product 
(educational programs) to be offered to the consumer (student), ^or 
quality assurance to be as effective as possible* there must be full 
cooperation and coordination. between the parties concerned. The DEAE 
plays a key role in the process and provides a central point at the Federal 
level to serve various Federal programs which need this assurance before 
granting funds. In thj^ense, DEAE's role in granting basic eligibility 
would not be altered*^ ' ' 

■ * 

I-B-3 Second Step: Determination of Certification 
Recommendation 

The Study Group recommends the establishment of a Division of Certif i- 
✓ cation and Compliance- within the Bureau of Student Financial Assistance 
(BSFA)' to be responsible for certification of institutions to participate in 
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Federal student assistance, programs; (See IH-B-1). One set of factors in 
certification determination should be related to the institution's ability 
to manage student financial aid programs and to assume fiscal 
responsibility and accountability for Federal funds. 

The qualifying criteria must include evidence of basic eligibility, a plan 
for management and financial responsibilities, an ability to comply witfy 
the requirements of SFA programs, proof of competent staff to operate 
the programs,, and procedures $pr proper program management and 
administration. 

Educational institutions seeking certification for participation in one or 
more tof the SFA programs shall submit one formal application for 
certification to participate in specific programs. The -Division of 
Certification and Compliance of BSFA will process the application and 
may arrange an on-site review of the applicant institutipn to conform 
compliance With established criteria. 

Certification shall be finalized by the issuance of a letter of certifi- 
cation and the receipt of a signed (notarized) participation agreement 
from the applicant institution. This process will take the place of the 
multiple "terms of agreement" currently issued by the several SFA 
programs. It is recommended that there be an annual review for the- 
renewal of certification. A change in ownership will require an immedf- 
ate and thorough review. 

Certification may be denied or deferred, in sudr-cases^the applicant 
institution will be informed of prescribed procedures for appeal of 
adverse decisions. 

Rationale 

Efforts must be made to insure that the institution has the capabilities to 
operate SFA programs and has been made aware of all rights and 
responsibilities. These actions would be a major st£p in the prevention of 
misuse, abuse and fraud. These actions will put emphasis on the front 
end of the process to minimize or eliminate the*problems that have been 
encountered in the past. ~ f ^_ 

The compliance area of the Division of Certification and Compliance will 
be responsible for the direction and coordination of on-site reviews of 
institutions to ensure their compliance with program policies and 
regulations and to.assess their financial and management operations. 
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Coordinating the certification to participate' in the programs with the 
compliance function wiil add strengthen to the process by giving more 
recognition to the management and administrative responsibilities 
inherent in these programs. It Mill also allow emphasis to be placed on 
the new enforcement procedures provided by the L, S, and T authority 
which, to a large extent, will be carried out as a result of compliance 
actions. 



I-B -* Alternative Procedures for Determining Basic Institution al 
' Eligibility ' 1 

Recommendation ' 

The Study Group recognizes the need for alterative procedures to 
determine Basic Eligibility- because,. for various reasons', all institutions 
are not presently served by an approved accrediting agency. 
Nevertheless, the Study Group* has serious reservations about some of 
these alternatives. 

1". Three Letter Proceduce 

The Study Group recommends tha^ the current "Three Letter Pro- 
cedure" (letters from three accredited institutions stating they -wilf 
accept ..transfer students and credits from the Institution seeking 
eligibilify, prior, to accreditation) be discontinued. Should' the 
Commissioner deem this alternative t)> be necessary, then it is 
imperative that additional controls be added to the procedure to 
provide appropriate safeguards to insure integrity. 

2. Commissioner's Approval 

The Study Group recommends continued operation of the procedure 
for interim approval by the Commissioner's Advisory Committee on 
Accreditation and Institutional Eligibility for those institutions which 
do not have access to a nationally recognized accrediting agency. 

Statutory authority for interim approval is presently provided only 
with respect to the Guaranteed Student Loan Program. The Study 
Group recommends that legislative changes be made^ necessary to 
authorize the approval of eligibility to participate in other. 'student 
aid programs for institutions that do not have access to accrediting 
agencies. 6 
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3. State AgencyApproval bf Public Postsecondary Vocational Schools 
and Nursing Schools ' - ~ ; 




a. State Agertey Approved of Public Postsecondary Vocational School: , 
The Mondale Amendment (Section 438(b) of the Higher Education 
Act of 1965 as amended by. Public Law 92-3 18}? requires that the 
Commissioner polish a list of State accrediting agencies which , 
have been determined to be reliable authorities regarding the 
quality of /public postsecondary vocational^ education in their 
respective States' fof the purpose of determining eligibility for the 
Federal SFA programs administered by the Off/ce of Education. 

tate Agency Approved of pursing Institutions 

The Study Group recognizes that under 88-581, Nurse Train- 
ing Act of 196* as amended, nursing schools (generally not 
affiliated with % a college or university) may be declared eligible 
through State accrediting agency approval. 

The Study Group recommends J^ttnued operation of the 
procedure by which the ComM^ner recognizes State 
accrediting agencies that approve the quality of training offered 
in these select nursing schools. 

4. Commissioner's "Satisfactory Assurance 11 

In the past, there has f>een a need for theXommissipner to provide 
the alternative, ^tisfactory assurance" for institution* tha$ did not 
fit under any other approved process for determining basic eligibility 
status. ' 

^Fhs- Study Group recommends that this alternative procedure be used 
rarrly and only when an unaccredited institution can not be 
accommodated through any other available procedure. 

Rationale 

All postsecondary educational, institutions should have access to a 
procedure which will determine basic institutional eligibility. However, 
the proce'tees by which alternative accreditation procedures are used as 
part of the determination of basic institutional eligibility require better 
definition, to insure th^t all institutions are treated equitably. 
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I-B-5 Single Set of Requirements for Certification 

Recommendation / t J 

Tthe Study Cjroiip recommends that/'td the extent possible, certification 
requirements be standardized. 



Rationale 



When institutions participate in multiple programs, simplification and 
improvement in the consistency of certification approval actions is a 
necessity. A single institution should be able to meet many of the 
certification criteria for each of the SFA programs by meeting a 
common set of 'requirements! Such action would further ensure that all 
institutions,, regardless of the|governance structure or ,type of academic 
program, would be treated uniformly. 



I-B-6 Formal Recognition and Approval of State Accrediting, Licensing 
^ and Charter Agencies 

Recommendation . * 

The Study Group recommends that State accrediting, licensing and 
charter agencies be recognized arid utilized by the Commissioner 6 of 
Education as supportive resources in the same manner as private 
accrediting agencifs. Identification of these State accrediting, licensing 
and charter agencies should be published and distributed nationally to all 
Concerned. 

Rationale 

It is necessary to give recognition to the important role that State 
agencies can play in making the determination of basic eligibility. 
Various agencies have this responsibility at the State level; therefore, it 
is of vital importance that a communication linkage be established and 
maintained. An approved list of State agencies could serve as a 
foundation for such a communication network. % 



I-B-7 Strengthening Stye Participation 

Recommendation ^ " #t ^ 

The Study Group recommends that the Office of Education strengthen 
the roles of the State accrediting, licensing*; and charter agencies M the 
process of granting basic eligibility where reliance on their apprbva! is 
the basis for granting basic eligibility. / ^ - , 
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Rational? -"" - . . 

In general,* the State role in accreditation and licensure Is Unrated to 
those aretfs where yqluritary, -accrediting agencies are" not available.. 
However, it also enhances or acts in areas supprotive to the other parties 
in the process. Each partner in. this process should play a defined role 
. which is not duplicativCof anottjer. 

It is to the benefit of all the partners Federal, State, and private — to 
;work together in a non-duplicativg manner to serve the goal of providing 
quality post$*<^ondary education.. The Federal Government can assist in 
reaching this goal; by recognizing and strengthening the State role where 
necessary. ^ » * * 

. v .\ - • . • - 

I-B-8 Information Netwotfc Exchange — Basic Eligibility 
Recommendation 

The Study Group recommends 'the establishment of a fprmal national 
information exchange network relating to basic eligibility issues which 
would be coordinated by* the Division of Eligibility and Agency 
Evaluation! This network would include national accrediting associations 
which^meet minimum standard's established by DEAE for such 
associations! State accrediting, licensing,*- ,and^ charter agencies; the 
Federal fradr Commission; the Veterans . Administration and Staie 
Veterans Administration approving Agencies; and similar organizations. 

Rationale v , 

Clear lines \of communication are essential In coordinating systems 
operations. The Division of Eligibility artfd- Agency Evaluation Should 
continue to rely heavily upon external sources for informaftion regarding 
t;he quality of educational offerings at specific institutions., Accreditor 
agencies could perform tfce evaluation function. State licensflW 
accrediting and charter agencies, the Federal Trade' Commission, ,the 
Veterans Administration and "State Veterans Administration Approving 
Agencies, and similar organizations could be soliciteo ^for available 
information regarding applicant institutions. Decisions r^fcjing basic 
eligibility then could be mad^e frpm a compilation o^in'fflfcppion made 
available to DEAE from all of these sources. 
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In addition, as part of the determination of basic eligibility DEAE will 
plan, implement, and direct an information exchange network for ttye 
purpose of facilitating^ communication between these agencies and 
associations, both public and private. It is anticipated that the formation* 
of such a communication network .would facilitate better and more 
timely decision-making by all of the agencies and associations invoNed 
and thus help to prevent fraud and abgse. 

I-B-9 Contracting Between Eligible .and Non-Eligible Institutions 

■ . v 
Recommendation 

4 ' 

The Study Group recommends that the Commissioner promulgate specific 
regulations which would limit and control the educational services that 
are contracted between a non-eligible institution and an institution with 
Basic Eligibility, v 

Rationale * - 

0 

It is come to the Study Group's attention that, as a result of contractual 
arrangements between ineligible institutions and institution* with Basic* 
Eligibility, some students are receiving Federal "financial assistanie to 
meet the costs -of attending ' an ineligible institution. The Study Group 
believes that such arrangements ^re not;in keeping with/the intent of 
Cong^ss and urges the Office of Education to 'take immediate steps to 
correct this dangerous loophole in its basic eligibilit>^rocedures. 



C. Student Eligibility 
BACKGROUND AND ISSUES 

The' determinatiorv-^ the- eligib il ity of i nst i tutions to part i c i pate i n 
Federal' student' financial assistance (SFA) programs is only an inter- 
mediate^step to the delivery of the services of these programs to stu- 
dents. Each of the millions of students involved must meet a variety of 
requirements in order to.r.eceive aid from specific SFA programs. 

Federal student financial aid programs have four basic criteria for 
, student eligibility: citizenship, need, good standing, and enrollment. To 
be eligible for assistance, a student must-b^ a national of the United 
States or be in the United States for other than temporary purposes and 
be planning to become a citizen. The student must need the amount of 
.the aicj/be or she receives. The student must be considered to* be 
mainj^taing good academic standing apd must be enrolled at least half- 
timep^ithough- the wording ofviheie criteria varies slightly from' one 
prbgram to another, most of the concerns of student eligibility cluster 
under" these categories. Even though these criteria appear 
straightforward, the Study Group has found that there are some signifi- 
cant problems in their practical application ^&£ause^of a lack of clarity 
in and a lack oi consistency* amdng the def intitions used by programs, and 
because of Ambiguities in the use 6f key concepts. 

w The citizenship requirement presents fewer4ssues than the other three 
criteria. / determination of citizenship is easily made for natural-born 
or natura/ized citizens. However, when students who are not United 
States «tizens apply, there are some inconsistencies regarding the 
treatnrient of the various ty^es of visas issued fay the immigration and 
Naturalization Service. 

Tfie criteria ol^ student need presents several major concerns regarding 
both educational costs. |tpd student resources. Th^ difference between 
the student expense budget and expected individual or family contri- 
bution determines the extent of the student's financial need. It is this 
need which must be met by grants.or loans uhder institutional, State, or 
Federal aid programs. 

' There's no single accepted methdd for institutions to determine student 
expense budget. While 'there is a v reasonable consensus among 'student 
financial aid administrators ^as to the basic components of educational 
co^t, there is a lack of agreement as to how to treat all of the variables, 
which enter into each component. Some budget components* allowed for 



45 



f 



by one program may not be allowed for by others. There may^fce 
\^ differences between an institution's budgets used for, State progra*nsand * 
those usedior BEpG. It is- possible for institutions to manipulate student 
expertee budgets fend award financial aid in order to recruit or retain 
pa^ticulaf students/ • * ' ' 

/ There are even more controversial issues' regarding the determination of 
^ . (the expected financial contribution of the student and/or his or ^her 
parents. There are nine approved analysis systems 6r variations of 
systems whicfvmay be used in determining student financial need. Some 
f,of these systems produce markedly different results, ^situation which is * 
an obvious source of confusion for students* and their farcies. 

One particularly serious concern is the- definition of the independent 
(self-supporting) student. For purposes of Federal, State and institu- 
tional student financial assistance, an independent (self-supporting) 
student is usually considered to be one who: 

1. Has not and will not be claimed as an exemption for Federal income 
tax purposes by any person except his or her spouse for the calendar 
year(s) in which aid is received and the calendar year prior to the ' 
academic year for which aid is requested; ' 

2. Has not received and will not receive financial assistance of more 
than $600 from his or ^ parent(s) in the calendar 'year(s) in which' 
aid is received and the calendar year prior to the academic year for 
which aid is requested; and* 

3. Has not lived or will not live for more than two consecutive weeks in 
the home of a parent" during the calendar year in which aid is received 
and the calendar year prior to the academic year for which aid is 
requested. » J 

u — Most Federal student financial assistance programs are based on an < 
assumption , that most postsecondary students ate dependent upon their 
parents for the majority of their financial support. However a large and 
growing percentage of postsecondary students is independent of parental 
support. The proportion of students receiving benefits under Federal 
student financtej assistance programs who are independent of parental /. 
support now has, reached 30% and continues to rise each year. There are 
many reasons for this shift a*ay from the traditional pattern. The 
present postsecondary student population^ on the average older than has 
been historically true. The. mean age' of postsecondary students has 
. significantly increased as more students defer entry into postsecondary 
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. education or cheose to reenter education* later in life. As the eligibility 
to participate in Federal student financial assistance programs has been 
extended to additional types of institution}*, greater numbers of older 
students have become eligible for the programs. There also has beeq a 
general i trend in American society for individuals to" assert their 
independence at e arlt e r -agesv - Th e v oj t ng a ge- has b e e n re d uc ed to 18, and 
many Stites'have recently reduced the legal age of majority. 

The need analysis systems used in financial assistance also create 
incentives for students to assert* their independence. The amount of 
i financial assistance to which an v independent student may be entitled, 
bas£d oaly on his or her limited income and assets, is usually far greater 
than that of a dependent. It is difficult or^^possible for the Federal 
Government to' verify .the accuracy of inforrfflttion provided by students 
to support their claim of independent status. The problem is that stu- 
dents from ^middle or. upper class families who successfully claim 
independent 'status will almost certainly have financial need and will be 
in competition with students from poor families tor limited student 
financial aid funds. It seems £lear that the concept of the independent 
student needs to be reexamined. 

Anothef area -of emerging problems concerns the treatment of part-time 
st^ents. , The postsecondary student population includes increasing 
X numbers of part-time students. Determining thejf need foe assistance, 
and the avnount of assistance to which they should be entitled, involves 
considerations which are significantly different frfA those for full-time 
students. The present laws and regulations attest to deal with^the 
situation of the part-time student, but faff sfobtt of clearly defining and 
addressing the special problems and needs of part-time students. 

Another group ol issues concerns the definition of good standing. The 
Congressional intent is that student financial assistance funds be used to 
assist the student's ongoing costs of education. This intent is violated 
when students enrolled in postsecondary institutions^ receive their grant- 
or the proceeds of a loan, and then drop out and use the funds for other 
purposes. There ha^e Jbeen instahces where students have repeated this 
pattern term after term, thus converting the programs into a form of 
general income assistance rather than educational assistance. Another 
form of abuse occurs when students' receive financial assistance based on 
full-time attendance, and then reduce the academic load to a part-time 
level without reporting the Change. 
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.Congress, concerned about these -problems, included in law a provision 
requiring that students receiving aid under programs oj Title IV of the 
Higher Education Act maintain satisfactory progress in' the course of 
study Npursued in keeping with the individual institution's standards* 
Institutions .not having standards of satisfactory progress will be required 
to -deveiop-and -adopt strctrstandards^~At the time o f writi n g thisr eport,- 
no final regulations to implement this provision for the NDSL, CW-S, 
SEOG, and BEOG programs have been published. 

Another set of issues is related to determining and verifying enrollment 
status. This may appear to be k simple procedure: a student is either 
enrolled or not enrolled. It i§ not so simple, however, when one con- 
siders such increasingly common sitifetions 'as the work-study student 
working full-time away from campus, students enrolled in 
correspondence programs, or students in external degree programs. 
Continued-enrollment is not easily determined withgut taking class 
attendance, a procedure many educational institutions fail to take. 

Finally, the Study Group addressed the issues related to the way in which 
student financial assistance is packaged by the educational institution. 
Too often, assistance is made available to students on a piecemeal basis, 
rather than as part of a coordinated package which takes .into 
Consideration the sfudenfs'tbtal neec!.' This problem is often complicated 
by a lack of coordination among the funding schedules for Federal 
programs, but institutions also bear a responsibility to develop and 
implement a dear policy and process for --packaging .student financial 
assistance from all sources.. 

The determination of student eligibility for various Federal student 
financial assistance programs rests with thousands of different 
individuals- in State agencies, educational institutions, and lending 
institutions. These individuals need to have logical, clear, standards of 
student eligibility which they can apply. On the other hand, efforts 
should be made to ensure that a student can anticipate with reasonable 
certainty whether or not he or she will be eligible for financial 
assistance, the general amounts, the terms, and whether or not funds will 
continue to be available. Only then *can a student make rational 
decisions within the wide range of postsecondary alternatives. The 
Federal program monitor or auditor likewise needs clear standards of 
student eligibility in order to determine that only eligible students are. 
being served and that the benefits'of the programs* are being provided in 
accordance with the law. To the extent that definitions, criteria, and 
guidelines are unclear or ambiguous, tfiere is a possibility for intentional 
or unitentional manipulation in their interpretation. 



RECOMMENDATIONS 

Student Eligibility 
I-C-l - C o mmon D e fi ni ti on — ■■ 



i 

I-C-2 Clarification of Terms 
I-C-3 Student Expense Budgets 

) I-C-4 Defining the Independent (Self -Supporting) Student 
■ I-C-5 Use. of Need Analysis Systems for Independent Stud^its A 
I-C-6 Equitable Packaging Procedures 

I-C-7 Progress Requirement 

, * 

I-C-8 Duration and Funding Limitations for the College Work-Study. 
Program 

n-C-9 Part-Time Students 

*1-C-10 Correspondence" School Students * ' >m ~ * 

I-C-l Common Definition 
Recommendation 

The Stiidy Group recommends thit statutes should be amended to make 
qualifying, criteria for determining student eligibility consistent for all 
student financial assistance programs. 

Rationale * -s* 

The Study Group believes that many of the existing problems involving 
student financial assistance can be resolved if legislation and regulations 
contain a common fundation for qualifying who is eligible. 

It is the Congressional intent that student financial assistance programs 
b£ compatible and complimentary. Fer # this reason, eligibifrty criteria 
must not be contradictory. 4 
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I-C-2 Clarification Terms 
Recommendation 

The Study Group recommends that statements- such as "very n eedy", and 
^gfe^M'^a^^icfiVre current' found In specif ft "program legislation 
be eliminated ^nd replaced with a single term "needy, 11 If However, 
specific Agrees of need are' intended by Congress, these differences^ 
should be more' precisely defined. 

Rationale 

The interrelationships between the Federal student financial aid 
programs need to be clarified. The extent to which the programs serve 
either similar or different clienteles needs further elaboration, and the 
current statutory language provides little assistance, 

I-C-3 Student Expense Budgets 

Recom men dat i on 

1, The Study Group recommends th»t the OE support the development 

• and publication of a manual of budget construction for use by the * 
financial aid community. The Study Group suggests that this publica- 
* * tion include infSrrnation^hd standards on: 

a. Allowable budget components and a definition of each component; 

b. Rationale to support the inclusion of deviations from-tbe -normal 
budget components; ^ 

c. A detailed description of allowable budgets for various types of 
students (i.e., graduate, part-time, career, disadvantaged, etc.); 

d. A recognition *of differences inbudgets caused by geographic 
variances in the cost of living; 

e. Agreement on common methodology for budget construction; 
^\ and 

-* 

f. Means of training student financial aid officers in budget con- 
struction. 

2. The Study Group recommends that institutions of postsecondary 
education be required to use student budgets in making atfards which 

- are consistent with, those published in the institutional literature. 
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Rationale - * ( * * 

It is difficult to address the eligibility\riteria of- "need" without 
exploring student expense budgets- ' Need is defined as the difference 
between the cost of the education and the family resources which can be 
ap plied against that cost. Cost is jnade up of various budget items. 



Much energy and time have been devoted to studying and testing need 
analysis systems with the objectives of increasing their precisi^i and 
equity. Little research and effort has been devoted to the development 
of standardized student Expense budgets. 

To permit budgets that are too high, is to permit many dollars in overV 
awards to students. Moreover* in fund applications based on aggregate 
cost not regulating and standardizing budget items results in grossly 
inflated requests. 

In recognition ^of the problems ouUined above, the Study Group 
recommends, that OE grve consideration to the results of two conferences 
_on this subject sponsored by the Midwest Association of Student 
Financial Aid Administrators and the National Association of Student 
Financial Aid Administrators. Broad issues discussecj at these meetings 

1. The parties who sho uld determine budgets - the donor, the institution, 
the State or the Federal Government, etc.; 

2. Debates as to whether budgets should be adjusted for different life 
styles, or low-income students -should receive aid based on criteria 
differing from the norm; 

3. Acceptable m^fods of budget construction; and 

4. Essential budget components. 

A work plan for the conferences designated six different types of stu- 
dents: undergraduate; graduate and professional, non-traditional, dis- 
advantaged, career, and part-time. * For each type, the conferees 
attempted to: describe the student, determine how each student charac- 
teristics impacts on each budget component, 4 describe the allowances 
which should be made for unique circumstances, and attach a dollar-cost- 
figure, or average or range of fjfgures, to each component per type of 
student. Additionally, the conferees- discussed the methodology of 
budget construction, training of the financial aid officer in budget con- 
struction, budgeting of Federal aid dollars, and economic standards of 
budgeting. 



The Study Group believes that the results these discussions may pro- 4 
vide a base for agreement between OE and the f Ironcial aid community. ' 

f-C-* Defining the Independent (Self -Supporting) Student - 

. _ _ m * 

Recommendation - - • 

The Study Grfcup has concerns about the definitions of independent (self- 
supporting) students. In order to prevent program(s) abuse, the S*udy 
Group recommends both a review 6f the problems represented by this 
student category and immediate 'steps to resolve them. . 

Rationale , 

The Study Group is greatly concerned^overjjhe* dissolution of parental 
contribution to student, support and the growing numbers (now 30 per- 
cent in BEOG) of indepehdent (self-supporting) students. The problem of 
tightening the definition through a hiore stringent rule of age, martial 
status, etc., has been Considered. 5^£e other active and persistent 
efforts are being made to define the* category of independent students, 
'the Study Group has agreed to indicate its support of thq^ r ^Q>rt^ rather 
than to attempt to develop another solution/ 

l-C-5 Use of Need Analysis Systems for Independent (Self-Supporting) . 
Students 

Recommendation 

Regulation* should be promulgated to prohibit the practice of including a 
living allowance the budgets for independent students* when the need 
analysis system has provided- for such an allowance before determining a s 
student's contribution. When using this type of need analysis, only direct 
educational expenses should be permitted as budget cost items* 
if. 

, + * 

Rationale " ■ 

t 

Currently approved need analysis systems for (self-Supporting) students 
calculate a contribution for direct educational costs only,. A portion of 
the student's income and assets Has 'been protected in such systems to 
provide for other expenses including those^ for his or fc her dependents. 
Therefore, inclusion of additional maintenance costs jn the Student's 



budget, also based upon family size is duplicative and, when used, results 
ifV overa wards* For example, since the BEOG system is an approved 

-"needs analysis system for independent students, its limitations need to be 
clearly specified by OE. If this action is not taken, the less sophisticated 
financial aid administrator maybe in serious* violation of the spirit of the 

Jaw_an£LstiiLbe withilL.hisL.or, her understanding.ol.the law's Jiteral intents 



I-C-6 Equitable Packaging Procedures 
Reco mmendation 

The Study Group recommends that institutions be required to define and 
publish financial aid packaging procedures in .their administrative 
policies. The establishment of fair and equitable aid packages by insti- 
tutions, taking into, consideration all available fuhd(s) sources, should be 
encouraged by OE. 1 

Rationale . ^ . 



Several approaches to more uniform packaging practices have emanated 
from a number of recently, released reports from the Office of 
Education, * prominent educators, and professional financial aid 
conferences. Most of their appVoaches fall short o£ recommending 
precision or complete standardization because of the vast -differences 
among institutions and the amounts of grant and self-help aid available. 
The implication persists,, however, that standardization is an ultimate 
goal. It is, the opinion of .the Study Group that abuse can be controlled 
and equity achieved through training efforts which OE should foster, but 
without the direct imposition by OE or others of rigid packaging 
regulations. 

< 

l-C-7 Progress Requirement * 
Recommendation 

The Study Groups rtcommends the establishment of a requirement that a 
student must successfully complete a minimum number of credits or the 
institutional equivalent in an academic year in order to be considered 
eligible for financial aid in the subsequent y^ar. 
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Rationale h ' l 

There is undue ambiguity in the delineation of conditions that will result 
in continued student eligibility for financial aid in a subsequent academic 
year. There is a need for tighter regulatory guidelines pertaining xd 
satisfactory progress for the receipt of Federal student aid funds. e 

Additional regulation is needed so that a student who continues to be 
enrolled but does not successfully complete work can be denied future 
aid awards. 
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I-C-8 Duration and Funding Limitations for the College Work-Study 
Program 

Recommendation 

The Study Group recommends that legislation define distinct periods 
and/%r monetary limitations during basis and .advanced periods of study. 
Basic and advanced study correspond with undergraduate and graduate 
course work or initial and advanced certification, respectively. 

Rationale 

Clearly established student funding limits are essential components for 
the allocation of funds. Such limitations, both on length of eligibUity/£ncf 
the dollar amount^bf eligibility are required 1) in order to .eliminate 
potential abuse, am 2) to ensure equitable treatment of full-time\and 
half-time students. V • 



I-C-9 Part-Time Students * 

i * 

Recommendation -* _ J 

The Study Group recommends that OE initiate research efforts related to 
financial aid to part-time, students. Such research should attempt • to 
assess the long-range impact of part-time students on postsecondary 
education: their goals, age, and derr^ographic ' characteristics. Such 
research also should assist in clarifying definitions, in testing the 
necessity of a separate need analysis system, as well as in exploring the 
educational opportunities available to this group of students. 
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Rationale f 

The Stucfy Group has received testimony from several sources suggesting . 
that the part-time student has special' needs and require a different type 
of "need" analysis. . While some costs are similar to those incurred by 
full-time students, the extent to which earnings shouTcTbe applfed to 
assist In defraying such costs remains ambiguous and requires resolution. 

-I 4 

The broadening pool of persons eligible to receive Federal student aid 
through extending* eligibility to part-time students may have serious 
impact on the availability of -funds for thf full-time student. There is 
some contradiction between meeting the original Congressional ' 
objectives of access and the more Recently pronounced concerns for life- 
long learning and enrichment. 

In periods of tight money, when colleges and universities must establish 
priorities for the distribution of financial aid funds under their Control, 
should full-time students be given a higher priority than part-time stu^ ' 
dents because they may be generating more income for theinstitution? 

• — k *^~ 
Although much has bee^i written about the need to support the part-time 
student, sufficient data is lacking to judge whether part-time students 
need more assistance and whether they are b^ing adequately served/ 
Data should be gathered and artatyzed in the f oljowing areas: * , 

1. "Wie purpose of the part-time student's \educational pursuits — to fill 
leisure time, enrich life, develop employable skills, etc:; 

2. The age and social background of students; 

3. The employment and earning poiver of part-time students; 

4. The length of educational -experience; 

5. The course work pursued; 

6. The meeting of educational objectives by part-time students; 

7. The circumstances m relating to a part-time student becoming fuflr 
time; anti 

8. " Alternative^tfethods of determining financial need. 
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J-C-10 Correspondence School Students # , , 

Recpmmendation 35 - , ~ 

The Study Group reco/n mends that the Office of Education should 
reassess programs of student financial aid, to correspondence school 
students since application of existing regulations 

them, , The Study Group believes that in no event should correspondence ~ ■ 
„ school students receive Federal student financial aid funds for expenses 
beyond the direct costs ofxeducation. 

* ' •* ' 

Rationale - * 

4 '* 

Students enrolled in correspondence ^schools are eli^ble for GSLP^BEOG^^^ 
and' campus-baked programs. However, many definitions and prdfcedures. 
appropriate for non-correspondence institutions are inappropriate i or thfe 
4 home-study, institution. Before the eligibility criteria of a half-time 
student can be met, there must be a definition of what cphstitutes half- 
time. Before the cost of education can be determined, <fcere must be 
agreerrrait on ftte allowable items of cost, Questioifc regarding what 
constitutes enrollment, what -constitutes good standing, what resources 
should be available to the home study student for his or her education — 
all complicate OE's ability to judge between proper uje or misuse of . 
funds. A > 

J 




D. Lender* Eligibility ' 
BACKGROUND AND ISSUES m 

Two of the six programs, GSL and NDSL, involve andther type of parti- 
cipants, a lender. Jn the case of GSL, the .lender may be either a fin- 
ancial . institution, regulated by State and/or Federal authorities, 'or a 
.non-regulated institution; like* a college, or an insurance firi\ Loans are* 
fn^de from the lender's own capital, and are guaranteed by the Federal 
Government or State or private non-profit'guarantee agency. In the case 
ot NOSLj a school -lends directly' to its students frtfn a fund which it 
administers but 90 percent of /which has been /provided by the Federal 
' Government. * ( . f » 

Although the ^ource of. ^e loan pflftcipal and th^ype of organization 
serving as lender may differ, manyVof the same considerations apply tcf 
lenders under botij programs. Lenders must manage and be accountable 
for Federal t^Js in accordance with the changing requirements of 
Federal law a^regulations. They must determine borrower eligibility, 
manage portfolios of student loan paper which may remain outstanding 
for up to 15.ye?rs, an j take steps to secure timely repayment of loans 
£nd minimize loan defaults. These are major responsibilities which differ 
significantly from the responsibilities involved in administering grant 
programs or work pr oggm s. The. success of these^f ederal ^tudent loan 
programs depends onfp|^ well the responsibilities are exercised by the 
thousands of lenders involved. , 

The issues involved in' lender* eligibility can be^groupedl^p several broad 
areas. First, there is a group of issues relating to who should be 
permitted to participate as, a lender in Federal loan prpgrams. Lending 
hsfs historically been a function of regulated financial^ institutions and, 
initially, only these institutions could adt as lendars ii^tffe GSL program. 
However, later changes*fn;*the program 'permittejHfte participation of 
-■both-regulated -and-vnon-regulatt-d fendeis.- Rtjgulaled leaders include 
banks, savings and loan associations and credit unions — businesses whose 
primary purpose is to fulfill a lending and money-management function in 
'acc^jdance with State and Federal banking*la#s. Non-regulated lenders, 
include educational institutions, life insurance companies,' pension funds, 
etc. Educational institutions compromise* the majority of nen-regul'ated 
lenders ^n the Guaranteed Student Loan Program and loan the vast 
majority of funds iommitteji by non-regu]ated lenders* Educational 
institutions are, of course, the only lenders in the*,NDSL program. Even 
though the same institution may serve as a \€mer both in the GSL 
program and NDSL program, it must meet distinct criteria to participate 
in each program. u 0 
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-Different processes are followed igr approval of regulated and non- 
regulated organizations to serve as£SL lenders and for monitoring their 
performance as lenders. - ■ ' - < 

Historically, apprbval of an application fKom a regulated lender was pro 
forma . Under the Federal Insured -Student Loan (FISL) Program 

* coqjporient of the£5L, the financial'instijution conppteted Form 1J56 
(Lender's Application for Contract of Federal Loan Insurance) and . 

• 'forwarded it, tQgether with a current statement of financial condition, to 

the Division of Insured Loans (now the Office of Guaranteed Student 
Loans) in 'the Office of Education headquarters. 7\\e Contract of 
Insurance (OE Form 1182) and a six-digit lender identification number 
were foryardjjj to the applicant, and the financial institution became an 
eligible HSIr lender. In* 1974, the processing of applications from 

* regulated lenders and the issuance of the Contract of Insurance were 
among the functions transferred to the ten HEW Regional pif ices. . 
However, the ^ythority to issue Federal Contracts of Insurance to fin- 
anciaNastituttons operatiogin guarantee agency States was retained in 
the Central Office. , . 1 - . 

Th€ activities of regulated GSL lenders are monitored by the 
Performance Council (within the Central Office of the Guaranteed 
Student" Loan program) which annually rtfvie^s a Call Report which 
regulated lindens are required to submit and which reflects the cohdition 
ot their student loan portfolios. Particular attention is paid to the - 
lender's delinquency and default rates. If it is determined that a lender 
is experiencing difficulties^ the Performance Council, may call these 
concerns to the lender's attention and attempt to remedy the situation. 
When warranted,, lines of .credit are established. - * 

In the case* of the State guarantee program option under GSL, each 
guarantee agenc* must become^eligible under broad Federal guidelines. 

||he State guarante^agency then receivesand approves applications from 
regulated institutror\ in the same manner as does the Federal 
Government in noo-gOarantee agency States. The State guarantee 
agencies are responsibly for monitoring the performance of their 

; participating lenders. 

^Educational institutions and other non-regularted organizations seeking 

* approval as GSL lenders follow a different process. Initially, no author- m 
V ity existed to allow for a review of any lender's application. .Schools 

requesting lender authority were simply issued a Contract of Insurance 
* without, any "review of their financial or adr^nistrative capability. . \ 
' However, in response amounting problems with/6hcfcl lenders, neV GSL ^ 
regulations were published on October 31, 1970, establishing a process 

. 1 # 
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for the^valuati$K)jbf -applications- for schools as lenders! The applicant 
organizatjpn was^ r€qUir^^> v denrvonstrate that its procedures were in. 
accordance with general/^fcfcepted commercial lending practices, the 
non-regulated organization ^was expected to provide information such as, 
a certified financial statement; ; a description of its educational* 
programs; a statement noting the de'scription and size of the sales staffj 
copies of recent advertising, tuition schedule, dropout rate, refund 
policy, collection procedures, source of loan funds, and bank and credit 
references. 



n Evaluation Committee was appointed in the Central Office of GSL 
July 1, 1970, with two functions: (1) to review and analyze applications 
| from "non-regulated" applicants, and (2) to continue to review these 
lendecjgonce they began to function under the program. In addition to 
the inWVmation provided by the applicant, the Evaluation Committee 
could draw upon information that mi^ht be available frqnrr other -sources 
such y as the USOE Regional Qffice, a State guarantee agency, as Stat* 
'regulatory authority, accrediting bodies, Dun ^nd Br adstreet. reports, 
complaint^files, and fclDSL experience, if applicable. - The Evaluation 
Committee could accept, rejeet, limit, or table the application. „ ' 

The Evaluation Committee annually reviews a certified financial state- 
ment and a projection of their loan requirement's for the next year which 
all non-regulated lenders are Required to submit. Based on an analysis of 
the overall financial condition of the institution and a review of its past 
performance in the program, with particular -emphasis orvtts delinquency 

, and defaglt rates, aHne of credit is-established for a specified period of 
time (no longer than ayear,-but for a; -shorter period of time if the 
lender's performance js marginal),- A- zero line of credit is? establish^ if, 
the lender's performance is unacceptable. Commitments Hre monitored 

/^T^ensure that the* line of credit is not exceeded; 

The prodess of ^becoming eligible £s a GSL l&der js fairly weJL 
standardized for both regulated and non-regufeted institutions; - 

There is no comparably comprehehsiye process for, .^dgtefrnining the 
eligibility of educational institutions to act as lenijers in the NDSL 
program. Any accredited institution, may apply for ND&^capital funds ( 
on the Tripart application. The amount of fundi IPhich may be granted to 
the institution is determined on the basis of-the regional panel Peview of • 
the data on its application. Thefe is no specific determination of^the 
institution's specific competence to serve as lender for NDSL apart from 
consideration of its eligibility to participate in the other two campus-' 
based programs. - • 



The process of monitoring the operation of "eligible lenders and the 
. standards and procedures for the termination of eligibility are not well 
defined for either GSL or NDS^/ The system of credit limits for non-> 
regulated~GSL lenders prcy/ide* one control, and the Office of Education 
received formal L, S, and T (limtiation, suspension, and termination) 
' authority for GSL lenders in Section * 38(a) J3) of the Education 
Amendments of 1972 as a means to deal with problem -situations. An L, 
S, and T authority similar to that already existing for GSL was extended 
to all Title IV aid programs, including, NDSL, by the Education 
Amendments of 1976. % Regulations for the new, comprehensive L, S, and 
T authority are, as 6f this writing, being developed. These regulations, 
when ffnally adopted, will hopefully provide an orderly process for 
dealing with problem schools. Still, there will remain the need to 
identify situations early ehough that L, S, and°T procedures may be 
invoked in time to prevent losses to students and the Federal 
Government. 

There is accumulating evidence that educational institutions have been 
less successful than regulated financial institu|ions in fulfilling the 
responsibilities of a lender. While there are obvious exceptions, the 
default and delinquency rates experienced by non-regulated Renders 
(largely educational institutions) in the GSL program are, on the average, 
five ta six times as high as the rates for regulated lenders. Delinquency 
and default rates for the NDSL program are calculated on a different 
basis from the rates for GSL, sq direct comparisoRS between the two are 
not appropriate. However, d^f^jltland delinquency rates in the NDSL 
prografn are also disturbingly high.A The number of institutions whose 
NDSL delinquency rates are high enough to cause concern h§s been rising 
rapidly in recent years, particularly ii\ the public community college and 
proprietary school-sectors. , ^ • 

There ar.e. several factors which appear to contribute to the difference 
between the 1 performance of regulated and non-r^ulated institutions as 
lenders. 

The first factor relates to the question of lending expertise. ^ Although 
there are some educational lenders who have demonstrated an ability to 
manage their portfolios and maintain low delinquency and default rates, 
this 'has not been the experience of the average educational lender/ 
There have been serious, well-publicized ( problems with Education 
Amendments,, of 1976 eliminated home stydy schools as lenders and 
provided for Additional regulation of educational institution lenders with 
poor performance records as GSL lenders. ^ 

< * . - . 

It may ,be argued that the Tole of lender is not an" appropriate one for 
postsecondary educational institutions in general as lending functions are 
inconsistent with their overall purpose and function: 

♦ 
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The lack of training programs' for schools lending officers, the frequent 
shortage of resources'and staff, inadequate recordkeeping facilities and 
systems, and the rapid turnover of financial aid personnel contribute to 
seriou^problems with the average educational institution's ability to act 
"ts-SLCo^petent, responsible lender. The management of a'loan program 
is a specialized financial activity, and the necessary expertise probably 
will hot be acquired by persons for whom it is only one part of a job, k is 
not only, unscrupulous proprietary institutions, but otherwise respectable 
educational institutions as well, which may misadminister loan programs 
and intentionally or unintentionally abuse student borrowers. 

The educational institution which also acts as lender may find itself in a 
conflict 9f interest situation. A school whose survival depends on 
recruiting students in a competitive market may not be strongly 
motivated to stress the applicant's repayment obligation. As competition 
for students becom'es more intense, schools may be induced to become 
lenders to compete with other schools that already are lenders. The 
purpose of Federal loan programs, to serve the needs of students, could 
become subverted to serve the needs of institutions. Furthermore, one 
possible, safeguard usually do$s not exist in educational institutions: the 
sales (student recruitment) function is not separated, from the credit 
(student loan) function as it would be in a business organization. 

Educational institutions may not have strong incentives to follow pru- 
dent lending practices when they,. are the beneficiaries of the loaned* 
funds. Unlike educational lenders, regulated lenders have as strong an 
interest in the recovery of 'funds lent to students as to other borrowers 
and thus may be more inclined to exercise proper care at the point of 
loan origination. When any lender fails to exercise due diligence, the 
cost of that failure ultimately falls upon the Office of Education and the 
taxpayer. 

The. benefits to a commercial lender from par.ticipating in %ie GSL 
* progr |$v are mar S inal at test. Some people have suggested thaf, should 
more^nd more eucational institutions become lenders in the GSL 
program, commercial lenders would withdraw their participation since 
they copld refer their student customers, to another source of loans. 
Additionally, if loans through educational institutions were .readily 
available, commercial lenders might adopt extremely restrictive lending 
policies. For example, they might make loans only to nrfembers of the 
families of their regular customers, only to students at elite institutions, 
only to students with outstanding academic records, only to students in 
certain career fields, or only 'to students beyond the freshman level. 
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Supporters of education institutions as lenders have suggested some 
compelling reasons for their continued participation. ' They argue that 
educational Institutions provide access to loans when su'ch loans are not 
available through regulated lenders, and that education institutions have 
managed the large NDSL program -for many years. 

ft second set of issues lies in the area of the skills, information, and 
administrative safeguards needed by lenders in the GSL and NDSL 
programs, aref how the Office of ^Education can ensure that they are* 
present. , - 

This problem is greatly complicated by the sheer size of- the two pro- 
grams and the rapid growth in numbers and diversity among the lenders 
involved. About 19,000 regulated and non r regulated lenders are author- 
ized in GSL * (there has been a gradual increase since 1965), and about 
3300 schools participate in NDSL (there has been a progressive year-to- 
year increase in NDSL participation). A number of individuals within 
each lending organization are involved, and those individuals in turn deal 
with more than 750,000 individual student borrowers each year. The task 
of -communicating necessary information to all of these individuals on a 
timely basis is vast and unending. Conditions, personnel, policies and 
procedures change within an organization over time; the performance of 
a lender which once may have operated well may have deteriorated. 
Without adequate technical assistance and monitoring by Federal or 
State staff, poor^practices may become established. Without adequate 
and timefy independent auditing, the misuse of Federal funds may go 
undetected idf long perlads. By analogy, the administration-'of a pro- 
gram like GoL thrcjugh private lenders is like amational organization with/ 
thousandjr of loqal branches -- with the critical difference that the 
Office/of Educ^on does 'not have significant authority oVer the\ 
"branches" which opterate as independent-organizations. 

It was ~<5TKe- generally believed that banks and other financial institutions 
regulated under State and Federal laws could operate a student loan 
program with little or rar supervision, assistance or training. - Actual 
experience dCTnonstr&ted that the assumption was not valid. In most 
cases, problems resulted from a lacjf of full understanding of the 
program's requirements; and in a few cases there was purposeful abuse* 
While their regulated status provides a safeguard as to general probity 
and can help to <Jetecrt ^ross Regularities, it does not ensure in itself 
their competence and satisfactory performance in Federal administering 
programs the GSLP. 



Approximately 19,000 Regulated and non-regulated institutions 
have received vendor^ numbers for participation as GSL lenders. 
However, this total includes separate vendor number^ assigned to 
branches of commercial banks. 
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Thg management, of the GSL program in a lending institution has some 
marked differences from the management of other commercial loan 
activities. . It requires ,the mastery of a complex body of constantly- 
changing Federal - law and regulations. It requires adherence to a 
legislative prupose which -may be at odds with the institution's owf^ 
lending policies. It requires making loans with no collateral to borrowers 
on -the strength of their anticipated future capacity to repay and who are 
likely to relocate before beginning repayment. 

- _ v 

Another important aspedt of these issues surrounding the quiestion of 
lender eligibility concerns the delineation of the differences between • 
eligibility determination and the monitoring of lender performance, and 
the appropriate placement of these responsibilities within the Office of 
Education organization. The determination of the T>asic eligibility of 
educational institutions for Office of Education programs is presently 
handled in the Division of Eligibility and Agency Evaluation (DEAE). The 
' GSL program carries out a separate process to certify lenders for 
program participation. Lender performance is monitored by the 
appropriate Regional Office and Central Office staffs. The focus of 
responsibility and" internal procedures for the L, S, and T authority have 
% not been finally^ determined. However, initial steps have been taken to 
place that authority within DEAE. 

A third area of issues in lender eligibility relates to student access to 
Joans. From the standpoint of the prospective, student and the insti- 
tution he or she* wishes to attend, the NDSL program offers one very 
Important advantage: certainty. The amount of NDSL loan fuiTds^bvail- 
aigje to the institution is known and reasonably predictable into the near 
future. The institution, acting as lender, can' offer an NDSL loan to an 
eligible student w£b^4ttgh probability that -it will be available, The loan 
decision is immediate, # and- the loan can be planned -as part of the 
student's total aid package. The GSL program, on the other hand,' 
depends pn the voluntary participation of private lenders. Ttfby- rnay 

_ reduce their participation in times of "tight "money," when the yield on 
, GSL loans, becomes particularly unattractive.. They may adopt lertding 

- policies which are more restrictive than Federal law. They may decline * 
to participate at all, making Gaar^(teed Student loans unavailable to 
students from certain, areas or attending certain schools. 

The availability*of private coital for loarri to postsecondary students is 
a critical componenrof student financial aid. However, there are many 
actual or potential disincentives to^lenders in the GSI* program. " The 
complex administrative processes may be a deterrent to participation. 
Also, the- rate of return may not be very attractive, especially in view of 
high servicing costs. The lack of a clear definition of* "due diligence" 
may be a deterrent, because it presents t!>e real danger that claim^ will 
later be rejected by tha State guarantee agency or" Federal Government 
on the basis of claim that due diligence has not been met. The high 
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likelihood of delinquency and default and the effort required to locate 
defaulted^ borrowers, . who ma/ have moved out of the financial 
institution's service area, are unappealing. The frequent delay by the 
ffederai Government in paying valid claims means a loss of interest 
income. The limited liquidity of student loan paper may reduce the 
lending institution's flexibility to management its total loan portfolio. , . 

The management of loans under a Federal student aid program will 
probably continue to be complex and time consuming. It is the Federal 
Government's responsibility, therefore, to see that lenders are provided 
with the necessary information and assistance to properly administer the 
GSLP. If the use of private capital to fund student needs is to continue, 
the Federal Government must take care to recognize and answer the 
legitfmate concerns and needs of lenders. 

4 

RECOMMENDATIONS 

t 

Lender Eligibility , , 

I-D-l . Nonregulated Lender Requirements * 

I-D-2 Educational Institutions Lender Certification 

I-D-3 Annual Agreement or Contract Provisions - * 

I-D-4 Reporting and Control System r 

I-D-5 HEW Audit Guideline* 

I-D-6 Lender On-Site, Compliance Reviews " 

I-D-7 Improving Communications Between Guarantors and 
Participating Lending Institutions 
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. I-D-l Npnregulated Lender Requirements 

Recom mendation * 

The Study Group recommends that nonregulated GSL lenders be required 
to demonstrate an organizatiortal and managerial capability that is equal 
to that of regelated financial institutions (such as blanks) in the areas of 
program service, integrity, and accountability before they can be 
certified for participation as a lender.^ 

Rationale-^ - ? 
& 

Educational institutions and other nonregulated lenders currently are 
authorizectto serve as lenders- in the GSL program. Before nonregulated 
lender's are approved, they should be required to ^ive evidence of their 
ability* to manage an effective loan program. This evidence Should 
include proper facilities, trained personnel, a commitment 'to program 
objectives and ibund management practices. There must also bq 
' adequate capital resources and a^ commitment to established principles oi 
sound fiscal stewardship. 



y 

An examination of nonr^fculated GSL lenders reveals that the administra- 
tive talents of ( thesa.- widely dispersed institutions varies from the 
incompetent to the very, sophisticated. , The 0 organizational and 
managerial capabilities of these lenders have a direct impact on the 
success of loan programs. The specific areas, of weakness are loan 
counseling, processing, servicing, and collections. 

t - - -. / 

I-D-2^ Educational Institutions Lender Certification 

Recommendation - ■ z 

The Study Groups recommends that the Office Qf Education establish 
certification standards and criteria to determine if as institutional 
lender can meet the expected levels of program performance. 

This certification process would require the signing of a formal agree- 
ment as described in I-D-3., 

Standards and criteria would include but"not be limited to the following: 

1 . Full financial disclosure including audited financial .statements, 
statements on source of funds to operate student financial assistance 
loar^programs and, where applicable, a profit and loss statement. 

2. A statement of the educational mission including type of edutajional 
program offered and degrees or certificates granted;*' student 
characteristics, including, percentage of iull and part^j/he students, 
success rate (i.e., 4 percentages of those students who complete their 
respective programs of study); major social or economic factors 
which would impact on an institurtoroi-sludent financial assistance 
program; and placement activities. 

• * 

3. A report on projected volume in the loan program including docu- 
mentation to supptort the institution's projections and a statement of 
the resources^ (stafi, facilities, administrative budget) the institution 
intends to, commit to the administration of the program. 

4. Policies and procedures must be developed arid implemented, if not # 
i . already in place, to establish safeguards and control on the fiscal* 

program management of these loan programs. -Provision - for 
separation of duties, along with the appropriate checks and balances 
needed between the loan approval and disbursement procedures, will 
be required to accomDlish adequate program integrity and fiscal 
accountability. • > '* 
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5* If the institution has participated in tHe campus-based programs, it 
should provide copies or Fiscal Operations Reports for the prior three 
year, if available, on operation of campus-based programs and related' 
audited statements as a part of their application to become a lender 
under GSLP. 

* 

6. Educational institutions which have not applied for certification for 
participation in a Federal aid program other tharrthe Guaranteed 
Student Loan Program should not be allowed to become a lender 
under the Guaranteed Student Loan Program. 

7. Educational institutions who are lenders shpuld be required to insure 
that an opportunity to obtain a coordinated package of student fin- 
ancial aid is available to students who are eligible for other forms of 
assistance, such as grant aid, and that the Students are rftede aware of 
this eligibility. 

8. A proprietary institution should provide background information on 
individuals listed as owners. This could be ^professional resume or 

history of business experience. 



Where an 9<iucatior>al institution has recently submitted the same infor- 
mation as Outlined above to the Division of Certification and Compliance 
of the Bureau of Student Financial Assistance, 'that information should be 
requested from the Division so as to eliminate unnecessary duplication of 
effort ior the/nstitution. * ' 

Rationale - . 

The institutional lender has a responsibility as_ a direct and indirect 
beneficiary of public funds to demonstrate its capacity to successfully 
manage this stewardship. 

This requirement applies across the board to all types of institutions 
including public, private, and proprietary. All should be willing to submit 
lull and honest responses to the inquiry into eligibility as well as 
continued suitability to manage student loan funds. The damaging effect 
of less vigilant action could be devastating to the integrity of these 
programs. ^ 4 , 4 



I-D-3 Annual Agreement or Contract Provisions 

Recommendation - • ~ 

The Study Gr<xjp recommends that the Office of -Edutation and/or St^te 
and private non-profit guarantee agencies cjesign a -formal agreement or 
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contract with lenders which outlines the obligations, limitations, and 
sanctions on lender activity. These provisions could include but\re ndt 
limited to: 9 \. 

1. Authorization for the guarantor to set a maximum number and cjollai 
amount of guarantees per year — with no authorization for carryover 
of npused authorizations. The authorization would be based on 
planned loan volume of the lender and any limitations on volume 
deemed necessary by the guarantor. 



2. Guarantor sanctions or penalties whichjwill be enforced in" cases of 
• mismanagement ^use or fraud. 



hicJ^vill 



3. Minimum management £nd organization requirements based on loan 
Volume. 

■* 

Provision for an annual review as required,* ^ 
Rationale • 

There has been a lack of clear understanding on the part of all parties 
regarding their responsibilities and what sanctions or limitations^will be 
enacted. One matter that has been a particular problem is "due 
diligence. 11 It has been difficult to find out what tbis means and how to 
determine if it has been accomplished. If an agreement or contract is 
signed by the lender and the guarantor in advance, clearly setting forth 
both responsibilities and sanctions, it should facilitate operations, it 
should ako mak£ lenders aware of action that will be taken in cases of 
mismanagement and, hopefully, will serve as a deterrent to those who 
would abuse the program. ~ . ^ 

The first agreements* contract would be drafted and signed after the 
lender was determined eligible * as p^rt qf the certification process. 
Provisions should also be made within the contract to allow for update 
and necefssary changes to the contract in the future. 



I-D-* Reporting and Control System" "* . 
Recommendation \ * 

" * ' \ 

The Study "kroup recommends that the Office of Education and/or State 
and private non-profit .guarantee agencies establish reporting and control 
systems after the nafial certification process to measure the 
performance of educational and other non-regulated lenders in meeting 
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their defined responsibilities. A direct relationship should be maintained 
between reports filed ancl compliance reviews scheduled and performed. 



Rationale 



The current Federal reporting system does not provide meaningful and 
useful data for either the lender or the guarantee agency. In some .cases, 
this has ledHo confusion and misunderstandings, such'as the*actual exte.nt 
of delinquency and default rates. In other cases, the information is 
misleading, or not used. The, Federal reporting system should provide 
data that are useful as a management tool, aid in decision making, and 
indicate problem potential and should' be coordinated and compatable 
with state and private non-profit guarantee agency information systems. 

OE and approved State guarantee agencies should establish a reporting 
^rtd control system to measure the performance of- educational insti- 
gations acting as lenders within the Federal program or the individual 
State program. The performance standards^should be clearly defined and 
enable both the institution and guarantee agency to determine if legal 
and administrative responsibilities are fulfilled. 

These reporting requirements and performance standards would include 
the following: 

1. Submission of independent audits covering bothfiscal stewardship and 
management of the loan program. 

■ 

2. Lender submission of quarterly reports on prograrh activities that 
would serve both the lender and guarantee agency .in managing the 
loan program. This quarterly report should include figures for 
quarter, year-to-date, and appropriate prior year data, to permit 
prompt recognition of any trends or possible problem areas. 'These 
reports should also be designed to facilitate the annual audit process. 
The HEW audit guidelines (gjecom mended I in I-D-5) couM be used as a 
foundation for developing too reporting system. 

.» 

3. Performance activities of the lender include but are not limited to 
the following: 

* > * * 

a. Number of loans made, 

b» Status of loan portfolio, A . 

c. Funds available'for loan committment, 

d. Numfter and percent of Joans in delinquency and default 
-status, 
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e. Action taken on loans in default status, 
U Number of claims submitted, 

g. Number of claims pendjhg payment and paid, and 

h. Policies and procedures that limited full operation of , the program 
(as defined by appropriate Federahor State' agency). 



I-D-5 HEW Audit Guidelines 
Recommendation 

The Study Group recommends that HEW Audit guidelines be developed 
for the audit of all GSLP lenders, both regulated and non-regulated. 

Rationale 

The odious need of the Office of Education to maintain constant sur- 
veiltaWe* of student financial aid programs has been amply demonstrated 
by recent publicity on the * incidence * of fraud and abuse at the 
Institutional level. 4 

This may best be done by requiring audits of all student,, financial aid 
lenders. The audits should be performed in accordance with guidelines 
^established by th<j HEW Audit Agency. Hopefully, this will result in 
consistent and uniform data requirements that in tu^b will result in 
information jhat can be used to measure the performance of the leader. 

f X 

Lender On-site Compl iance Reviews 

, , V 

Reconrfmendation • * 

• 

The Study Group recommends that a system of regular on-site 
compliance review of lenders be established, Hjnded, and maintained by 
the Office of Education and guarantee agencies. The first such review 
should be made prior to the granting of approval as an eligible lender. 
Others should be scheduled in accordance with a work plan to review all 
lenders. In addition, in problem situations, they swould be performed as 
needed. ' - 
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Rationale 



Only .recently J have on-site complian££_jeviews T^een considered . and 
implemented at the Federal level. Additional staff for this purpose was 
recently; authorised and has! been added to both the Central and Regional 
Offices of OE v It is crucial that this effort be fully 'implemented. 
Prevention a#d detection of fraud ar)d abuse must be "given priority* if 
loan programs are to contintre to be supported at adequate levels. Lack 
of publicfctrust and confidence in* the operation of the programs* could 
result in many deserving stuqents not being served. On-site revlewis one 
o'f the principal methods to'jnsurq program integrity^i-'the levefof the 
eligible lender. j • ' . **\ 

On-sfte compliance reviews should emphasize lenders' compliance with 
regulations ana make, every effort, through appropriate tests and 
reviews, to determine the efficiency and integrity of the procedures 
•followed in a.ctual practices k 

OE- should coordinate with guarante^gerfties to assure that appropriate 
-review procedures have been established ar^d implemented by each Sfete 
agency. ~ 

* > - 

I-D-7 Improving Communication's Between Guarantors and Participating 
* TendingJnstitutions ' ' ' • 

.Recahnmendation . 



The Study Gro^fc recommends thauthe Office: of Education and State and 
privatfapon-proiit guarantee agencies, where applicable, undertake the 
foltojj^l activities to improvfe communications with lending institutions: 

1. Thfeb^ice of Education .an<J State and private? -fton-profit guarantee' 
agencies should^provA information, guWance, and {raining regarding 
"the managem^m and OTministtetion of student loan portfolios. 

2. TJie Ofji£e of Education should establish within e|p| Regional Office 
, ^fff Jbe GSLPi ^ d should entourage establishment within ea$:h State 

^ahd private non-profit |to£rantee ^^icy, a focal point fop'reCeipt p| 
' lender inquiries^ ^ . * ~ - \ \ * * 



3. The Office of Education should establish within each Regional Office 
-of "the GSLP and shoujd encourage th% establishment within each 

* . State affd; private" non-profit guarantee agency an ongoing 
consultative group of representatives of lending institutions to act as 
a vehicle for raising* problems^ or issues to the guarantor and for 
suggesting and disusing solutions to' those problems. 

Rationale ^ " • 

To^date, regulatg^i financial institutions participating as lenders io the 
Federal Insured jRudent Loan (FISL) program have not been provided with 
current a%d consistent standards and guidelines for administering their 
's^Jdent Joan portfolios. ^Lenders have reported that, their efforts, to 
obtain answers to* questions have been frustrated because they cannot 
*find the agency, 6r individual within the, agency, to Fespond to their 
^ needs. The publicizing of a GSL' information contact point for lenders 

* within OGSL would gQ-a long way in' assuring that the appropriate sources 
are ^|ched to provide needed information, 

A consistent method for' evaluating lender performance also il^pdsNo be 
established to e_ncourage continuous or increased participation, and to 
keep lenders abreast of new program developments. The* most feasible 
means of accompjishing this would be a program of lender visitation 
.which would have the aflditional benefit of establishing a regularized 
face-to-face contact between officials of .the lending institutions and 
representatives of their guarantee agencies, be it a Federal, State o.r 
private non-profit agency. 

' * r ' ~ 

A need also exists to provide a coqsis'teiitiopportunity for representatives 
of lending institutions. to advise guarantors of the success or failure of 
their promulgated . polictes£j^' effect of policy, or .regulation 
fmplernentatiorv an* waysjffie prograrp coulc^be sttreh^thened " op 
improved/ It is important for th<>, success of the program that' an 
effective feedback mechanism be established.- 

• I-E>-8 Encouraging Good Lender. Portfolio Management Practices 
Recommendation ) ' * I ^ 

The' Study Group recommends/that tie Office of Educatipn and State and 
private, non-prof it guarantee! agencies encourage good lender portfolio 
management and build irtto thVpwgram disincentives for poor portfolio 



management. As- necessary, the guarantor should provide training for 
^lender staff, program manuals, collection^assistance, and regular on-sit'e 
^compliance reviews to y encouragfe proper administration of the GSLP. 
Guarantor options to serve as disincentives for popr lender program 
jnanagement should include: * * + 

1. Limiting lender authority to make lo^n, / 

2. Paying default claims on a sliding^ scale based on default or 
delinquency ratio, and * \ - 

3. Limiting lender authority to sell student loan paper. % 
Rational 

'A great deal of eff ort-fteditionally has been spent on problems after they 
have happened. This has resulted in a crisis management approach to the 
student loan program. Nto^e .time and effort should be put into 
preventing problems^nd one wfc^tp dp this is to build in the proper 
incentives for good apd honest performance. 1 * 

J-D-9 training ioc-Lf^lers „ . xr*.".- _~ - 

Recommendation * * ' j 

The Study^ Gr<$up recommends that the Office of Education and/or State 
and private non-profit guarantee agencies spons& programs of training 
for the staff of all participating lending institutions (regulated and rton-. 
regulated) who are assigned to administer the GSLP. Programs of 
training should be designed to insure expertise in the. areas of loan 
origination, servicing, knd* collection/ 

Rationale « • * 

A full statement on training" needs for aH stu dent financial aid prpgrams 
will** be included in the "Progr-am ManagemeilrtKd Integrity" section of 
the report. ^ 1 1 % 



I-D-10 Encouraging Increa s ed State'Partictpatiotn 
Recommendaticft . 

The Study Group recommends that the Offiqe'of Education increase its 
efforts to eocouf^jie additional States, to participate in the Cuarahteied 



Student Loan Program. It further .recommends that the Office of Educa- 
tion take the initiative to request the assistance of'the National Council 
' of Higher Education Loaif^rdgrams in this matter. Moreover, the Study 
Group recommends that the Office of Education call together the 
National Council of Vlighet Education Loan Programs, the 'National 
Governors Conference, the National Conference of State Legislators, and 
other appropriate . groups or individuals to review means for fur- 
ther supporting and^ encouraging States to participate in the Guaranteed 
Student Loan Prograrii. ; 
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It is the clear intent of Congress to encourage the establishment of more 
•State or private non-profit guarantee agencies, ated *the Study Group feels 
'tfeat the Commissioner has a responsibility toAdo all that he cap to 
encourage the development of, and to foster the continued existence of, 
■ State or non-profit guarantee agencies. * # . ~ 

. * ' ' " 

Furthermore, even ^veny recent experience has demonstrated that where' 
a strong .State gilfrantee agency existed, the loan pcograms operate with 
much greater success. Present information is that in such States- lender 
participation is greater, the default rates are lower, students are better 
seryett^and the Federal interest is better protected. 

_ Th is type of effort is supportive of the Federaf thrust to^place greater 
3G*[iority and responsibility at the State level and also is supportive t of 
. ^^he traditional State leadership role in matters 'of education. 



I-D-ll Models of Effective State Practices t - 4 , ' 

Recommendation 

The Study Group recommends that the Secretary, with the advice and 
cooperation* of State and private non-profit guarantee agencies, deter- 
mine the best methods of program administration and develop opera- 
tional models for new States and the Office of Guaranieed Student Loans 
tp follow' where applicable. # * » * . 

.Rationale v * 

Evlclende and statistics c!early*support the fact that th^t State guarantee 
agencies have had more favoraMe experience in loan collections and 
maintaining lower default rates than the Federal Office of Guaranteed 
Student Loans. This is the result of more efficient program administra-* 
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tion and management which if adopted by OGSl as well as new State 
agencies fcould result in substantially increased efficiency and significant 
other savings. 



f-D-l? Development of Regulations Pertaining to the Guaranteed 
Student Student Loan Program 

Recommendat ion ' 

1 — ¥ 

The StuA Grdup recommends that regularly scheduled joint meetings of 
Federal, State knd private~non-profit agencies administering the Guaran- 
teed Student Loan Program be convened to: 

1'. Facilitate the development and implementation of new regulation^ 

2. Promote common uriderstanding'and interpretation of program policy, 
law, and regualtions? and ' * 

— , * * 

3. Achieve uniform and consistent procedures for program administra- 
tion 2nd management to the fullest extent possible. 

• 

The 5tudy Group further recommends that the Office of Guaranteed 
Student Loans invite representatives of organizations involved in the 
administration of the GSLP to form an advisory group to assist in the 
development of, all regulations and other administrative matters per- 
taining to the program. (See.J-D-10 and I-D-l 1). ' 

* » . *' i 

Rationale . • 

.' . ' 

Throughout the history of the GSLP , the Office of Guaranteed Student 
Loans has been remiss in coordinating program information dissemination 
to State and private non-profit guarantee agencies or direct lenders on.a 
• timely and consistent basisT In addition, the Office of Guaranteed 
Student Loans has not provided sufficient and meaningful opportunities 
for.GSL administrator, lenders, and educational institutions to become 
involved ^rom the outset in;, assisting- in the drafting bi regulations 'and 
policy. . ° 



The establishment of a forum to include, for example, representatives of 
fre National Council of Higher .Education Loan Programs, foe American 
Bankers Association^ the National Association of 'Student Financial*^ 
Administrators, and the^ional Association of College and Univerity 
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Business Officers te encourage increased communication and cooperation 
among all factions involved in the Guaranteed Student Loan Program can 
only result in improved administration and management. 

I-D-13 Reassess/nent of the Escrow System 
Recommendation j 

After reviewing available information about ttye escrow system, the 
Study Group believes that alternatives have not been sufficiently 
explored, particularly in light of the new authorities granted by the 
Education Amendments of 1976,. 

Ihe Study Group recommends, that; 

h The escrow system not be implemented until after completion of a 
thorough review of- all feasible alternatives, 

2. If- some sort of escrow system is desirable, the initial lender should be 
• given the opportunity to make the multiple disbursement and retain 
use of the "float," 



3. J#\is proposal be given a trial before moving to full implementation of 
single escrow agent except now being pilot tested, Jr . 

Rationale 



Much concern has been evidenced ia testimony to the Study, Group on tf}e 
subject of the proposed escrow agenfc, Though the Study Group applauds 
the Office of Educations desire to curb fraud and'abuse in the GSLP^ th^ 
Group Relieves that actiorv to implement the escrow system has been 
hasty, and believes that less expensive, more acctptable alternatives to 
the escrow system should be explored and tested. * ' 

It is the Study Group's understanding that originating lender^ have not 
_bee n provided- with sufficient opportunity to develop jplans for multiple 
i wo uld allow th£m, as opposed to the qscrow agent, to* 
utilize and hum hi THnn Lbfi Ho >l of loan dollars whish^nave been 
provided out of their own coffersTTmo^ras the program depends upon 
the continued participation of corn'merCBaTTe^^^ Study Group 
Believes these lenders should be g|ven th£ first opportur^Ty-^o^^ejas 
their own escrow agent. *, 



I-D-l* Responsibilities of Educational Institutions, which Do, Not Partici - 
pate as Lepders in the Guaranteed Student Loan Program 

Recom mendation 

1- * • • 

The .Study Group recommends that the Office of Guaranteed ^Student 
Loans, together with State and private non-profit' guarantee agencies, 
develop a clear and concise definition of the role and responsibilities of 
- eligible, educational institutions which are not Guaranteed Student Loan 
lenders. Specific areas of responsibility which require definftion include 
but are hot limited to: ^ 

* - 

1. Student counseling responsibilities; 

t •• • k* 

2. Disclosure of student borrower information to lenders and guarantors; 

1 Penalties for improper certification of student eligibility 

^. Timel^ notif i'catioi\ of student termination and graduation; ^ 

5*. Loan proceeds accounting and refund procedures in cases when 

a^ Lenders tr^fismit checks ^hade. payable to the student directly to 



the educational irtstitution, 



Lenders make checks "CQ^pSryable ^to the* student and the 
educational institution and transmit a check to either the student 
v or the educational yptltution, - * ' 

c. The, loan check /exceeds costs _ payabfe to the .educational 1 
. institution and a refund is due .the student, 

^ d. A student- terminates enrollment during the refund period or 
cancels prior to entry, and is due a full or partial *efund of loan 
*^ proceeds. , 5 

These policies should be published by the Office of Evocation and dis- 
tributed to financial aid administrators and* business officers, at *all 

•eligible educational institutions. Xn addition, tHfc 'Study Group 
recommends that the Office of. Education and the State and private non-^ 
profit guarantee agencies, together with regicfnal or State divisions of 

' National Association of Student Financial Aid Administrators (NASFAA) 
and .National Association of .CoJJege and University Business Officers 
(NACUBO), sponsor regular workshops and meetings to discuss and 

present information on tbe role and responsibilities of eligible 
educational institutions. ' ^ I *" / - 
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Rationale * ' 

Educational institutions which 4do not participate as G5L lenders, but 
whose students have access to Guaranteed Student Loans from other* 
sources, benefit directly and indirectly from the.GSL program. There- 
fore, they should be required tor play an active role in insuring proper 
program' administration and management. • Unfortunately, until the 
Education AmendmentsjGl 1976 wer? enacted, the role and responsi- 
bilities of eligible educational institutions were not -well defined. The 
Study Group believes that regulations yet to be draf feet can go a long way 
in defining the role and responsibilities of educational institutions in' 
administering the GSLP. * - * m 

I-D-1^ Coordination Qf Program and Compliance Reviews ^ * 



Recommendation 



The Of ficje qf Educatipn program and compliance reviews of educational 
institutions should include the Guaranteed Student Loan Program as welt 
as other student f inanciaf aid programs*. t 



Rationale - - - «- r - ±\ - — - ~<v\ : 

' ^ - ; 

Such a .change in the operation dl^.this compliance activity would 
:ertainiy result in some ,admini^trattiv% cost savings and would most 
:ertainly cut down on the number q* times the participating fthstitution 
would have to be incpnvehienced.by a Federaj inspection; > ^ 

llhcfer the new Bureairof Student Financial Assistance, comprehensive 
student aid program reviews willbe.morfe easily accomplished; 
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fcD- 1 6 Certification and L, $andj Proce ssfes— State Agencies 

• [•■■ ^ — 



Recommendation • 



The authorit^delegated Jby the Comtnissianer to State and private non-' 
profit guarantee agencies enabling them to revie Va&ij fortify iertfiers for 
par delation, in the GSLP (as oppose<i*to the^IShjP) and play a role in 
the* limit, suspension, amf termination of both lenders and^schodls fbr 
re^ons of mismatagement, fr*ix( and abuse* should be more' clearly 
defined by the Comrmssionerr^>- Vx - K 



Rationale ■ , * 

» , -> 11 . 

It has corne to JtHe attention of the Study Group that nei^er the law, the 
regulations, "nor published GSL policy -dearly - define, tjhe role and 
Authority of'Stattf and private non-profit, guarantee agenciesrin certifying 
ancL reviewing lenders an^ or in linr)iting,/$uspending and terminating 
■* schools ,>and lenders, 'inlordec to -facilitate the certification of lenders 
anV clarify the fole of State- and private. non-profit agencies in cases 
when; mismanagement or' fraud and abuses, threatens its integrity, the 
Study Group believed the Commissioner should *make clear t)ie delegation 
of his authority \o thgse agencies to certify lenders f§r participation and 
t* initiate L, S and T provisions v oi the law* i" . * */.-.. 



I-D- 1 7 ^ Joint Site Visits By^Office of Education and State Agencie^ 
RQcSmnqendation 



"The Study Group recommends that the' Office of Education explore the 
' possibility of conducting joint site visits of postsecoadary institutions and 
financial institutions for the 'purpose of renewing their administration of 
the Federal Student IpSur^ddLoan Program. * . ' ' 



Rationale 



The. purpbsfcSand *jr&tpod$ «of reviewing iinaricial and ^educational 
institutions are essentially the same' whether^ conduc£e<J by & State 
guarantee agertcy or by a Regiorial Office of Education. Joint visits; 
made by representatives of these agencies would be complementary and 
efficient and serve to SJimihate duplication of effort, ' t 

. / ** . ; \ < . : - ' . • 



/, \. CHAPTER II 

t 

« * * 

Delivery systems: findings and recommendations < 

t • ^ * » 

A. Introduction * * * 

The second pf fherfhree major areas of stydy undertaken by the Study Group 
concerns the deiivfcfy of Feder^ student ^financial assistance', programs." 
Issues in delivery systems can be considfere<Ktt three levels. First, are issues 
related to the distribyfion of funds to the States — " th* allocation formulas, 
the .distribution of discretionary , functe, afir the relationship between 
allocations to States, and to institutions. Second^ are issues which focus on* 
the institutions — the allocatiojfctff funds among participating institutions 
arid the^procesies by which igstitutiins apply for funds. Third, there -are 
issues which focu* on t£e v student and his or h^r family ~ the procedures 
under whicfj students apply for funds, the availability of information needed 
by students and their families to.vmake wise/decisjons, and the process- by 
% which funds, arfe actually paid to students and institutions. , ■ ' 
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B. Allocation-of Funds for Campus-Based. Programs 
BACKGROUND AND ISSUES * ' 



v 



The State Allocation Process 



The three campus-based programs (SEOG, CW-S, and NDSL) use an unusual 
process for allocation of funds to States. In the first step of the process, 
legislatively specif iecf formulas allocate 90 percenter the a vail able J un ds in 
* the NDSX, CW-S> and SEOG - IY (Initial Year'^wards) program > 7 among^ 
. States. This step in the process ensures that all itates will receive a'share 

of the* funds, for each program based upon Elected State de'mographic , g 

.characteristics. The statute also specifies. thai the remaining 10 percent of 
the -funds in each program must first be used'to bring each State up to its ^ 
1972 level of funding. , < 

"The second, step of the funding process consists of allocating funds both to % *. 
States and within States on the basis of^relative/ieed. Institutional need is 
d^termirced by Regipnal review panels* which recommend, the?vappropriate 
level of funding <based ,on. ,the statement' of • need in the Institutional' 

^application for camDUs-baseti funds (Institutional Application to Participate 
in Federal Stddenrt Financial Aid Programs). ' 
• s ■* * 

-Any remaining funds after eachj$ta*e is assured of its - lSj72 level' of funding 
<are to 1^ ^allotted among *the States according to equitable criteria 
v established by the Commission^ of Education.* The criterion adopted by the , 
Cdmm\ssionfer now in effect^ to distribute these ".discretionary" funds to % 
those.. States whoste statutory allocation of funds constitutes the lowest # . ' * 
percentages of their panel-recommended funding to bring these States up to 
a .uniform mirtirnum percentage;* Thus, the differing State needs, as 

■ 

The CW-S program provides for up to^? percent set asicje for Guam, 
. Puerto Rico, and the, "Virgin ' ftfands, American Samoa, ahd the Trust 
Territorfes'of the* Pacific Islands and fbf students who live- in the latter two 
jurisdictions but attend eligible institbtions outside those jurisdictions. 
Ninety percent of the remaining funds are allocated by statutory fornfcdas. 

. * * Che** Commissioner of .Education has statutory authority to allocate 
|SEOG -CY (Continuing Year awards) funds in ,a manner' which will^best 
jachtfeve the purpose of the program. The procedure established in regulation 

/by the Commissioner is to divide the total amount available for SEOC- CY 
panel recommendations to determine $ miform , national percentage of 
funding for all States. Thus, the method of assigning the, SEOG - CY funds 
differs markedly from the procedures used to allocate the NDSL, CW-S, and * 

; SEOG - IY funds. ■ . ■ " m ' 
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reflected in the panel-recommended levels of funding, enter the process for. 
the firat time with the assignment of the discretionary ten percent funds. • 



' Once the final level of State funding in each of the programs has been deter- 
mined, each institution in a State receives the same percentage of the 
panel's recommended level of funding. Typically, however, there havcfeeen 
wide deviations in funding percentage between States. The final stage of \ 
the -"allocation process involves the distribution of funds to students' based 

v upon f inahcial need. , 

It can be seen that the>amount of assistance actually received by a studfent 
) from tile campus-based programs under this process *ioes not depend solely 
J upon his or her financial heed. In addition to need, the funds available for a 
.student's award also depend on the State in which he or she attends an 
institution of postsecondary ed'ucatioryand upon the amount of the individual 
institution's tofal demonstrated need/n relation to other institutions within 
the State. . /T • 

As a prelude to discussion in the following sections, the processes for 
institutional applications and the allocation of f uncjs in the three programs - 
are portrayed in Figure \\ (Seepage 83) 

s Selected Concerns 



jjhe first major a^ea of concern Relates to the widely differing outcomes of 
the funding^process in the SEOG, NDSL, and CW-S programs. For' example, 

9 the NDSL awards .to ifAtitutions for use in % the 1976-1977 award period 
ranged from 39.5 percent of panel recommended levels for all institutions in 
15 States to 100 percent of panel recommendations in 6 States. These wide 
disparities, which occur in each year's funding cycle, have been a source of 
concern for many years and have been at least partially responsiBle for the * * 
charge that the funding process is inequitable. ■ . . / 

' -- - - - 

^Funds sometimes become available for reallotment among States. This 
, can occur, for example, when the f)inds originally allocated by the statutory 
criteria (i.e., formulae and "hold harmless" provisions) exceed the level of - 
panel recommendations for the Staje. Currently' program regulations 
specify that any SEOG - IY or CW-S funds available for reallotment- will be 
assigned in the same manner as the ' discretionary funds. In other words, 
.reallotments are to be carried out -sp as to raise the uniform minimum 
peTfcentage level of^funding to a higher level. The reallotmetft o{ NDSL 
funds is covered by statute. The statute provides that -NDSL funds available 
for reallotment shall" be reallotted among the remaining^States in such a 
manner that each State's proportionate share of the ^allotted funds is equal t 
to its 'prpportionate share of the t§tal national deficiency between the panel 
recommended funding level atnd the amounts previously allotted. 



Figure 1 



HIGHLIGHTS Of ^ THE APPLICATION AND ALLOCATION .PROCEDURES 
FOR FEDERAL CAMPUS-BASED FINANCIAL AID FUNDS * J ; 



Application Process for 
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Allocation Process foe 
Each of the Campus-Based 
Financial Aid Progr^ns 




1 1 

Ninety percent of the funds 
allocated to states are based 
on statutory formula 
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- The remaining ten percent of the 
funds are first used jo bring- all 
states up to their level of funding 
in fiscal year 197^ 
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- Any remaining "ten percent" 
funds- are used to bring states 
funded so far at the lowest . 
'percentage of their panel " \ 
recommendecMevel of funding 
up to a common minimum 
percentage level of funding 
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In the event that the 
for any state exceeds 
recommended level of 
the excess fends are re 
to other states 



Once the final level of funi 
for each "state- is determin 
each institution's share of th 
state's panef recommended I 
of funding determines each 
institution's share of the 
final state allocation* 
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^ second source of concern, related to the first, is that the -institutional 
application and stafte allocation procedures are not complementary. Ninety 
percent of the allotment in the SEOG - IY (Initial Year awards), NDSL, and 
CW-S programs is allotted Jo each State according to demogfaphic 
characteristics. These characteristics (such as enrollment) are not directly 
related to student financial nefed; Thus, although tHe campus-based 
programs are airped toward 'meeting student need, the existing formulas 
which bring 90 percent of the funds to the States do not include any direct 
measurement of relative State need. The current-methods of assigning the 
discretionary portion of the 10 percent funds and the reallocated. funds 
attempt to mitigate some of the rigidities of ttle formulas by recognizing 
the differing needs of the States. However, there has been increasing 
concern that the y 'current methods l of "assigning the discretionary 10 percent a 
funds have further encouraged grantsmanship innfte institutional application-' 
process. - . . * 

• J 

A third' concern is that the statutory elements which determine the State 
allocation process differ among, the three programs in some important^ 
respects. Even though all three programs provide need-based assistance to 
students, only the CW-S formula includes a State poverty factor (i.e. the ■ 
number of families with incomes less than $3,000). Thfe NDSL and CW-S- 
formulas consider enly full-time enrollment, but tfie SEOG - IY considers 
both full-time and full-time equivalent part-time enr^llmehts, in spite o£ the 
fact that only students who aretat least half-time are eligible' tor air of the 
programs. Furthermore^although only undergraduates are eligible for SEOG 
fqnds, the S^OG - IY formula considers . undergraduate and graduate 
students.- ; . • ^ 

w * 

Proposals for Change - , 

Since the inception of the NDSL Program 'in 1958, the* State allocation 
formulas have been a topic for debate and disagreement. The first , 
appropriation for the NDSL program covered an average^of only 10 percent * ~ 
of the original institutional requests, but funding percentages varied from a 
low of^.l percent of the amount requested to a high pi 35.9 percent. 
These disparities in funding percentages led to proposals for either changing 
the allocation formulas by adding new variables (e.g. per capita income, 
actual State expenditures for student aid, etc.) or* for eliminating the 
formula* altogether. However, the prdblems were somewhat alleviated- *by 
incre^Bing NDSL appropriations and the* additipn of the CW-S and EOG 
programs* in .196^ and 1965 respectively. 



"''U.S. Congress, House, Subcommittees o! the Committee on, Education 
and Labor. Hearings on Several Titles Contained in the Defense Education 
Act of 195S. Uj^i Cong., 1st Sess.,* 1959>p. 25. r " : : — - 

- ). . / 




the following^years saw a number of- attempts to amend the legislation 
relating to the Mate allocation formulas. A bill introduced in 1.96*8 proposed 
the elimination of the formulas *and the introduction of a "national pool" 
funding ' concept where each institution ih ea'Ch State would receive a 
uniform percentage of the approved requests- for funds in each of 1 the 
programs. This proposal was supported in- a 1968 report by The College 
^Entrance Examination Board which concluded that the process for' 
distributing funds to-States was not equitable: 

The' formula for determining the State allocation does not take into 
* -consideration two important factors. First,- the number of students 
enrolled in high cost institutions varies radically from one State to- 
another ... Second, the fortnulaior determining the State allocation 
does not tc&e into consideration the distribution of income among 
.the States. 

• - - r ' - ' - : \ 

In spite of widespread, support for- changing the allocation procedures nr- 

1968;'no changes were forthcoming. 

There were further attempts' to either, eliminate, the formulas or* 
substantially change -them in- subsequent years. However, there was a 
grgwing sentiment in Congress that the elimination of the State formulas 
might create more problems' than it would solve. The existing system did, 
after all, impose distribution of funds among the -States. It was argued that 
State formula allocations were necessary to motivate panel merpbersto 
judge each other's applications ^critically in. order to share limited funds 
equitably. Thus, without individual State^ allocations, it might promote 
undesired movement toward an expanded Federal bureaucracy 'to allocate 
the funds Equitably* Q 

The allocation process*for the campus-based programs was again the subject 
of closf Congressional scrutiny when the programs were re-authorized in 
1972. Some Congressional interests wanted to leave the formulas alone, 
others wanted to combine the """three formulas', and Still others wanted to 
abolish them. In its final compromise in the Education Amendments of 1972, 
Congress did modify the allocation process for the NDSL, SEOG - IY,.and 
CW-S programs. It determined that 90 percent of appropciated funds would 
be allocated among' the States by formula and the the remaining 10. percent 
.would be discretionary for use by the Commissioner of Educatioh. There 
was a provision, however, tjiat discretionary funds first be usefl to assure 
that each State was Brought up to its Fiscal Year 1972 level of funding. 



Notes an<j Working Papers Concerning th^j^drpirustration o? Program^ 
Authorised Under Student Financial Aid Statutes / College Entrance 
N Examination Boyd", Washington, lb*C, 1968), p. 34. 
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Criticism of the allocation process continued after passage of the 1972 - 
Amendments. A 1973 publication of the Brookings Institution noted that 
inequities could tafte place at several stages of the application and 
• aU6cation*process. 

A 197* GAO report concluded that the "present process of allocating CW-S, 
SEOG, and * ........ 

equitable." 



i * ww^t i • f i j j \jl aiiuv.aniig T? - j j 

SEOG,^ anc^ NDSL funds to educational institutions is apparently not 



A 1574 publication of the CEEB agreed with the GAO report that the 
v present, system* was "not equitable"" since the 'result" of the process is an 
"unfair ^nd differing impact on like individuals in different States, a 
characteristic hardly in keeping with Federal programs intended to bring 
• about nationwide equity." » / 

A National Work Conference, convened under the auspicies bf five 
. educational associations in 1974,*also recommended review and evaluation of 
-the State allotment formula and panel "review process irurelation to stated 

goals for the campus-based Federal student aid programs. 

* 

A second National Work Conference, in 1975, specifically recommended that 
the same allotment formula be used for all' the campus-based programs and 
that the procedure for distributing the Commissioner's 10 percent 
discretionary funds be changed over a \wo-year period so that it would be 
distributed on the same basis as the 90 percent fQnds.- The ' latter 
recommendation was, made due to the perceived inequities and the potential 
for grantsmanship created by the method of assigning the discretionary 10 
percent funds. 
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Alice M. -Rivilin, et ah Setting National Priorities ~ The 196 4 Budget 
(Washington, D.C.; The Brookings Institute, l973), pp. J50 r 51. 

7 United States General Accounting Office, " Report to the Special 
Subcommittee on Education, House Committee on Education and I^abor by 
the Comptroller General of the .United States, Administration of the Office 

« of Education's Student Financial Aid Programs , 4 April 1974, p. 33. 
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Larry Gladieux and Lois Rice, Title IV of the. Higher Education Act 
(Washington, D.C.: College Entraoce^fcxanrunation Board, 1974), p. 15. 
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Institutional — State— Federal Partnership in Student Assistance, Jo' 
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There is evidence to ♦support the concern that institutions dd elevate 
requests so thpt their States qualify as a "floor State" arid receive additional 
funding from the distribution of discretionary funds. For example, 10 States 
which received "substantial" amounts of "10 percept" funds in 1976 show a 
pattern of dramatically increased requests jltiring the three-year period of 

4 fiscal 1974< through 1976.' Large increases have not generally occurred ip 
States which do not receive "10 percer>**\ funds, but the^median increase in 
institutional requests for campus-ba^d program funds over the three-year 
period' was over 80 percent in 10 States which received substantial 

- amounts of "ten percent" funds ift fiscal year 1975-i?76. By comparison, the 
median increase in requests, iff 33 States receiving -little or "10 percent" 
mtfney was under 9 percent over the same three-year period. 

The panel recommended * funding levels- not Only* form the basis for 
distributing funds ^thin States, but also determine whether the State will 
receive discretionary "10 percentV funds or reallocated funds. Therefore, 
the- fairness^ of the present allocation process depends heavily on the extent 
tQ which regional review panels operate uniformly and coxisistently and are 
successful' in detecting inflated institutional requests. Nevertheless, there 
have been substantial questions about panel decisions and tbeir uniformity on 
a nationwide basis. The. goal of achieving national consistency is severely' 
* hampered by vast differences 'in requests from institutions in various States. 
JFor Example, the total 1976 request for all, campus-based program funds 
ranged from over $1000 per fuirfim£-- equivalent student m^offe State to 
urider $200 in another State. Given such a, range oFper capitar'requests, it is 
/Unreasonable to expect panels as presently cj^nstituted to' make consistent 
aj~id equitable decisions on a nationwide basis. 

In 1976, after completing a review of the allocation process, OE concluded 
that longstanding efforts ,to achieve uniformity in the panel review process 
. had not been successful, and a new regulatfon was proposed, providing for 
- distribution of discretionary 10 percent funds in accordance wifh the 
statutory formulas used 'for tHe 90 percent funds in each program. The 
change was to be phased in over a three-year period to minimize hardship to 
individual States. However, the proposed change was not adopted, and the 
procedure under which the 10 percent funds are distributed to "floor States"* 
remains in effect. 



Robert B. Holmes, An Examination and Analysis»of Selected Aspects 
of |he AHoqmon Procedures for the Campus-Based Federal Sjtudemt 
Financial Aid/Programs (Doctoral 1 dissertation, The University of Michigan, 
1977;, ppT W-168. 1 

^Ibid/, p. 173-76. 



Summary 



Proponents of the exi§ting process can argue that the "State allocation 
process provides some advantages. It helps to>ation limited 'funds among' 
th? States, insuring ,that each will receive.at least minimal funding. It also^ 
has beenv contdR^ed that the use of State formulas is an incentive for* 
institutions to exebslse restraint in their requests, because they are applying 
for funds available within their own States .rather than against what 1 may 
seem to" be a very large national pool of funds. Evidence to the contrary 
notwithstanding,^ has also been argued th^t the prese/tt means of allocating 
the 10 percent cliscretionary funds is an acceptabf^jndrcator of differing 
needs among the States. Nevertheless, the real and potential disadvantages 
in the present system far outweigh any purported advantages. It is 
inequitable in results, subject to abuse, and inefficient; First, there are 
wide disparities in award levels among States with .similar characterislics 
and needs which result in maldistributions among institutions and students 
with substantially equivalenf need*.- Second, efforts to correct these 
inequities through use of the 10 percent discretionary .fund allocation 
process have a) tended ta exacerbate rather than correct these inequities; b) 
made the process subject to abuser and c> led to administrative difficulties • 
and inefficiencies. 



RECOMMENDATIONS ' . 

i Allocation of Funds for Campus-Based Programs 

II-B-1 An Appropriate Conceptual Framework for the Institutional Application > 
and State Allocation Procedures 

II-B-2 Revising the Assignment of Discretionary 10 Percent Funds* 

II-B-3 Revising the State Allocation Formulas - - 

N-P-l An Appropriate Conceptual Framework for the Institutional Application . 
• and State Allocation Procedtres P ! \ 

Recommendation. 

Since the application and allocation procedures are so cldsely intertwined, the 
Study Grqpp recommends that the working committee established in Recom- 
mendation' II-C-3 give priority to consideration of the incongruities between the 
prpcedures utilized to brin^ funds to States and those used to distribute, funds . 
within States. This process nrrustlnclude the testing of alternative^llocation • 
models and formulas for distributing pot only to States but within States. This 
process also must include further definition of Congfessional intent regarding 
Federals ttident assistance programs. < 

' * " "V Y • ■■' ■ . 
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Rationale ' L 

At the present time, there is a dual conceptual framework which supports 
institutional applicaticfi and State allocation processes. On the one h^nd/90 
percent of the fund^^e distributed ta'States based on formulas containing 
St^te demographic statistics. On Jhe other hand, panei recommended' 
financiaj need determines the distribution of fuids within,each State, asjwell 
as determining and the allocation of the discretionafy portion of • the JO 
percent funds to States and the reallocation of funds,, 

The Study Group t has identified inequities in both the institutional 
application process and the State allocation process. Therefore, the testing 
of alternative institutional application and* S{ate .allocation models and 
formulas should be an essential activity oi the working committee, 
^HoweVer.,, Congressional intent regarding * the overall purposes and 
interrelationships of the Federal financial aid programs is not well defined. 
This lack of definition and cleaj policy statements have hinderedattempts 
to develop and analyze alternative institutional application and 'State 
allocation procedures. The College Entrance Examination Board noted this 
problem, iftsa 1974 study of the Title IV programs: 

The omission of # a clear statement of purpose for the student' aid 
programs under Title IV may have been intentional, the result of 
**- legislative compromise and concessions. Still, a definitive 
statement of goals could have added td a better understandings of 
the programs, their inierrelationships'and target populations. 

The Study Group believes that the working committee should seek further 
definition of Congressional intent regarding Federal student financial 
assistance programs. An essential part of this^process must include the 
resolution"of t*he interrelationships between Federal, State, and institutional 
financial 'aid programs, as well as the resolution of ^interrelationships 
between the various Federal programs. 



II-B-2 Revising the Assignment of 10 Percent Discretionary Funds 

Recom mendation . k 

The Study Group recommends that for a one-year interim period, the 10 
percent discretionary funds be allocated in a manner consistent with .t he 
institutional filnding process outlined in recommendations II-C-1 and II-C-2- 
These funds should be utilize^- to find continuing institutions at 
proximately their oirent level and to accommodate the funding of new 
institutions. 
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The working committee which would be established in Record with 
Recommendation H,C-3 should be charged with the responsibility for 
identifying, testing, and recommending alternatives for allocating the 10 
percent discretipnary fun£ in the 1978-79 Jis^al year and in f uture^year s. 

Rationale * 

The assignment of the 10 percent discretionary funds should be' changed 
immediately in order to accommodate the recommended-change in the 1978- 
79 institutional funding process procedures (see Recommendation II-C-3) 
which would fund all institutions at a level which bears. a reasonable 
relationship (with certain adjustments) to current levels. 'Regardless of the 
type of institutional funding process used in 1978-79, 'however, the Study 
Group believes that the 'assignment of 10<percen| discretionary funds should 
be changed so that there, will no longer be an incemive for elevated 
requests. . . ■ 

Without precluding other alternatives, the working committee should assess 
the relative "advantages and disadvantages of alternatives such as- the 
following: 

1. Assignment of the discretionary 10~percent funds on the same basis as 
^ne ninety percent statutory funds; . . — - . • 

Assignment of the discretionary. 10 percent funds for the purpose of 
providing equity at the institutional level rather than the Sta*te levej; 

J. ^iot changing assignment of the discretionary 'lQ percent funds and 
. relying upon the development of an institutional application utilising 
verifiable, auditaWe data to reduce the potential for grantsmanship/ 

H-B-3 Revising the State Allocation Formulas 

Recommendation , i • * # - 

The Study Group recommends^ that the* variables utilized in the' State 
allocation formulas be changed tp.be consistent-with the eligible populations 
being served by these • programs^ The .working committee established by 
Recommendation JI-C-3, which will be seeking to clarify'the Congressional 
intent of the Federal student «nanciai aid 'programs, will be in a unique 
position to provide leadership iri^his effort. 

Rationale # - 

* 

1. The advent of the BEOG program . has brought massive amounts of- 
financial aid funds to students. Ye't, the allocation formulas do not 
reflect the effects of the BEOG program even though it 'is the 
"foundation" of financial .aid. Decisions are needed to place the 
campus-based- programs in 'the proper context of other financial aid 
programs so that the formulas can reflect these relationships. " 



'The variables used in the curent allocation formulas iiave remained 
essentially unchanged since the inception of the programs (NDSL - 1958, 
CWSP - 1964, (S)EOC 1965).' However, the eligibility requirements of 
the programs have changed since the original enabling legislation. For 
example, the CW-S program is no longer limited to students from 
poverty level families, but one of the variables 'used to allocate funds is 
an index of relative State poverty. 

The cirrent allocation formulas contain some irrelevant variables. -» For 
example, the SEOG formula contains the full-time equivalent 
enrollment of part-time students even though only students who are 
enrolled half-time or more are eligible. Although haJMime* students 
are eligible for both CW-S and NpSL'funds, only full-tfne students are 
included in these formulas. In spite oi the fact that graduate students 
are not eligible for SEOG - IY funds, the ^location formula coft^ains 
both undergraduate ip\d graduate students. The number of high .school 
graduates is included irt the "CW-S formula. ' Vet, the interstate* 
migration patterns oi high school graduates vary widely, ljfniting the 
usefulness of this variable as an index of the future need for-funds. 
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C. The Institutional Funding Process for Campus Based Programs 
BACKGROUND AND ISSUES 



Campus-based studerrt 'financial aid funds are assi^ed to . participating, . 
institutions in each State by^a complex process in which the overall financial 
need of t student3-in attendance &t one eligible institution is evaluated, and 
cpmpared against the need of students attending*other applicant institutions 
in that. State. Although the current-process has evolved over a decade of 
experience, the process-has been widely criticized as inequitable, costly, and 
needlessly complex. 

Aspects of the application process which have been reviewed by the Study. 
Group Include: The Tripart application, thje Tripart., Workshops, the . 
regiona] panelrgView prpcess, the regional appeal procedure, the National* 
appeal panel, the use of, the Commissioner's 10 percent discretionary funds, 
the reallocation procedires^and the State formula-system. 



The Forms - % ~ * 

'When the^first of the three present programs^ ND$L (originally the National 
Defense Student Loan Program), was enacted in 195S, the process by which 
institutions applied to the Office of Education for funding was very simple 
and direct. Colleges (then about 1100) were sent a simple form on which 
they were asked tp indicate the amoujjj of funds for whidTthey wished to^ 
apply.. In the early years of* the program, a small national review panel of 
college officials was convened in Washington each year to approve funding 
levels f or the;applicant institutions, ' 

Before the Office of Education assumed tjie administration of the-CW-5 r 
program in 1965-1966, the application for f^inds in that program involved 
submitting a separate application form. With the implementation of the ' 
EOG (Educational Opportunity Grant) program that same year, the first 
Tripart application was introduced. 

Colleges were urged at this time to apply for all three programs on one si*- 
page form. It was also at this time that regional review panels %were first 
convened. 'Both the application form and the panel y size grew from that 
.year forward. As the process has evolved, there has be^n a trend toward 
requiring greater degrees of justification of each institution^ need for f unds. 
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The concept of institutional' need analysis^was introduced \%\o the applica- 
tion process (Long Form) in 1970. The institution was required to categorize 
its needy students by parental income* By determining 1 the parental 
contribution available to these students and combining that sum with aid 
available from outside sources and then subtracting the total amount from- 
the total educational costs of the students', an unmet nee^was determined. 
^An institution was then permitted- to request a total amount of funds equal 
. to this rieedj noweveri there was no means for* independently validating the 
information submitted on the long form since' projected information was 
used for funding decisions. 'Even though the form hasr undergone many 
revisions, the same intitutlonal needs-analysis concept is still used, with the 
. exception that data is longer collected'by parental income levels. 

Over the years, changes have been made in the long *form to increase in- 
ternal validity and more accurately distribute available funds. Hov^ver, 
•these changes resulted in increased length and complexity of- the application 
and ^validity did not seem to. imprdve. For example, <QE f s Region X 
conducted a study to verify information submitted on 1976 applications by W 
institutions udth a history of well received applications. The results of 
the study raised serious questions about the accuracy of proje<j|^d data used 
for funding -process. Moreover, even historical -information. ori~ the 
applications was questionable in many instances. 

Even with the check lists and pages of instructions which accompany the 
application, spme institutions are still unable^to file a usable form. Con- 
commitant with the growth and complexity of the application, there has 
£een an increase in the number of participating institutions. Processing this 
-fnassive amount data has become an increasing burden on OE staff. At the 
present time, Regional Office SFA staffs are primarily occupied' with 
processing applications for about five months but of the year. 



Varying Concepts Used to Evaluate Applications 



Throughout the history of the Institutional application process, varying 
concepts have- been used to* alleviate or cope with the deficiencies, and 
problems encountered in it./ Early application procedures were simple and 
functional, taking into account such^actors as fund utilization, staffing 
>patterTis, etc. /During this time there were several attempts to tie funding 
levels to a "normal growth" percentage in order to more easily approve a 
Request which did nqt substantially*exceed a previous funding level. 



Hollis Adams and Duane Richardson, A Study of Alternative Funding 
Mechanisms for Student Financial Aid (Portland^ Oregon: Northwest Re- 
gional Educational Laboratory, 19761, pp. A1-A6. *. 



In subsequent years, the "institutional need analysis" concept was intro- 
duced. This was an attempt to .identify the number pi needy student^ and 
the aggregate financial need. Later, the concept was tied to utiiizatiorraftd 
normal growth rates, \ith the various factors gaining more or less emphasis 
from one year to another.- Atgition of very needy studeats was for a time 
considered of utmost impotfanS^ particularly in. the SEOG x program.* The 
normal growth concept became predominanr in -1974, vuhen colleges were 
permitted to file a "short form" as an alternative to the •traditional "long 
form" application. The initiation of the short form was in response to 
criticisms of the long form by both th^OMB and postsecdndary institutions. 
If a college was willing to accept a funding level no greater than 110 percent 
of the previoas year's panel approval, it had relative assurance of 110 percent 
funding. In_days/(rt relatively st^bje enrollment, many colleges (65% 
percent in fiscal'year 197^) used the short form. It should be noted that 
introduction of the dual system^ (short or long forms) put parcels in the 
questionable position of making 'decisions 'from two 'different conceptual 
points' of view, institutional need or normal growth. 



i Tf)e Panel Process 



Regional panels are responsible for reviewing institutional applications for" 
cdmpus-feased funds and comparing the^.individual institution's request with 
requests. frotn similar institutions. Amdng other factors, panel members are 
typically chosen on the basis of their familiarity with institutions within the 
region. As such, the panel has an understanding ' of pertinenj facts not 
contained in the institutional application, including such important factors 
as administrative capdbiiity and financial stability, Therefore,- panel 
recommended funding levels result from a consideration of information from 
both formal and informal information resources. 

It is^ important to point out that funding levels recommended by the panel 
are seldom available to the institutions, sfnee, funds have 'not been available 
in recent years to fund fully pinel, approved requests. Furthermore, funds 
which are available are divided among States by fonmuXaJ^^^h ajyay that 
similar institutions in different States receive different 'percentages^ of ' 
panel recommendations. *(See Appendix F) College A in one State may 
receive as much as 95 percent of, its panel recommendation, while college 
B, a similar institution in a nearby State with equivalent actual needs, may 
receive as Jittle as ,32 percent. Since panelists ar% aware of these 
phenomena, their objectivity in reviewing institutional requests is affected. . 
In a" recent survey, 68 percent of 98 respondents who had* participated on 
regional panels believed that many- or mos,t institutions inflated their 
requests. In order to receive the dollars ft actually needs, the applicant^ 



Donald Mullen, "Final Report of the Panel , Review Process" 
(Unpublished study, .Office of Financial Aid, University of Montana,. 1976), 
pp. 6-7. -> 
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• institution may submit an inflated application to compensate for reductions 
necessitated by the State allocation formula. For example, the application 
of college B, intended to determine the actual dollars needed by the college, 
must somehow -show a need for $312.50 in order to receive an award of 
$100.00 (312.50 x 32 percent) after the State iormula 'applies. Tfce /act that 
colleges have been able to prove'need f or $3f2.50 when only$100 is needed 
¥t points to the weakness of the application, and -to the^dilemma faced by 
panelists under the current system. -* 

An additional weakness in the 'present process is the inability 'of panels to" 
prop^ly consider the immense amount of data presented to them'. Without 
computer or other -analytical support, the process is plagued with inequitable 
and inconsistent- decision-making, both within panels and between regional* 
panels. v . 

♦ * 

Pressures to change the institutional application process have increased rn 
recent years. Included* have been requests f or new .application, elimi- 
nation of the panel process, Using only auditable information, implication 
of the entire procedures, strengthening the panel process, transferring the 
responsibility for institutional allocations to "tate agencies, and using a 

formula distribution of funds to institutions, 

* * 

In summary, the application and funding process are complex, burdensome, 
and time consuming. They, encourage grantmanship and speculation ofi the 
future. An alternative means for distributing funds must be found. 

RECOMMENDATIONS 
t - * 

• * r 

Institutional Funding Process for * 
Campus-Based Programs 

II-C-l . Requirements of Any Institutional Funding Procedure 

^ Develpping a New Institutional Funding Procedure * 



Lnned States, G.A.O., Administration of the Office of Education's 
Student- Financial Aid Prolan] , p. 3fr. ' ' + 

17 % l 
. _ United States, DHEW/ Office of Effucation rftequirementy Statement 
. and System Proposal of the Task Force, on Data Management of the Campus^ 
Based Student Financial Aid Programs , 1/ January 19/7, pp. 70-55. 
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II-C-3 Establishment of a Working Group 

JI-C-4 Reallocation of Funds ih.NDSL, SEOG, CW-S • - 

H-C- f Requirements_of Any Institutioriaf Funding Procedure , 
Recommendation * » 

Tte» Study Group recommends that any* process designed to assign campus 
based funds to participating institutions musflhclude the following: 

0 " - 

1. General Criteria 

A. The funding process should carry out the program objectives as 
'established by Congress. Further clarification ot Congressional 

intent is necessary. 

B, Information oh-the planned method of fund distribution, review and 
appeal guidelines, and rules and regulations should be announced to 
institutions well in advance of the implementation of the system* 

. C. The funding process should 'be readily understandable to the in- 
stftutlon and governmental Lffuts administering the programs.- ' 

D. The funding process should be as simple and straightforward 'as 
•possible and should be designedto reduce administrative efforts in 

" bo\\i institutions and the Office of Education. 

E. The funding process must bp- sequentially coordinated in order to 
m accommodate the varying calendars^ the institutions, the Office. 

of Education, other aid programs,.and the appropriations cycle. 

F. The standards, techniques, and procedures used in thee* funding 
process shoulcf be uniform artd consistently applied: frorri .institution 
to institution, from State to State, and from region to region. 

g/ Any funding process should be subjected to extensive testing before 
implementation. * " 

s ' 

4 ^ 

H. The appropriations process should precede the institutional ap- 
\* plication process so that the funding process can initially ^assign 
"actual" dollars ratheF thah "panel recommended" dollars which are 
typically greater than the final allocation. In the event that*the 
funding process continues to precede the appropriations process, 
initial, notififcations to institutions ■ should provide 4 realistic 
estimates. of available funds, give projections of appropriations, and 
' give the effects of the State allocation procedures. 
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2.- D^ta Collection and Use ' ' . 

. A. Ideally, thje funding process should utilize only data 'that* can be 
verified , arid audited. Authority to .require such verifications 
^ should" be included in regulations. This implies that, to the extent 
possible, all data* represented must be actual, not estimated or 
* " projected. * / ' , 

" " - -„ ^ s 

. B. No more than one data collection' document should be used to 
collect necessary data for the funding allocation process as well as 



for the end-of-the-year reporting prflc^ss 
" * y - v. 

The Office of Education should full^utilize the ^dvan 
automatic data processin^i'n the funding process. 



-Ate 



3. Review and Appeal - _ \. ' 

^ The .funding process should "allow for a review and appeal mechanism'." 
The mechanism fof review and. appeal should be a peer panel repre-", ' 
sentative of constituent grqups including the Regional office of those 
institutions. The policies and procedures governing review and appeal 
' ' must be clearly defined aqd published simultaneously with the document ■ 
• used by institutions to- request funds. The justification for decisions 
marie by ^e appeal panel should be carefully documented' and per- 
manently maintained as a.matter of record. 4 - 

Rationale * \ '-.•">'-• 

" , *, J . V • 

The current system has hnariy disadvantages inqlucling the following: 0 ' - r 

1. The current Application is difficult and time consuming to comatoe, 
edit, and evaluate. • * ' ■ 

' ♦ . - • • • : , , • 



2 «' ^^kcurrent application encourages grantmanship 

3. . Tne application speculates on the future, in that decisions are based on * 
: projected - figures that are difficult to estimate 'and impossible to 

validate until two years later. v . ', . n 

'./.'•' " "T^^ 

Institutions report, that they spend an inordinate ' amount of time* 
; gathering and verifying the data. 

5.\ The application is burderlsome to .process. The logistics in RegienV fqr 
Piseal Year' 1976 are cited as. an example. _Sej?ej>4*»ndfeTtorty (740V 
application were, received. Most contained 1* pages, each having 5 
copies, resulting in .52,000 pieces of paper which must be received, „ 
sorted; logged and -checked for Completeness. Similarly, the immense 
; anjount of data is difficult, if not impossible, for the panels to consider 
properly. - . . J ' ' * ' 



p. The,unevenness of the processing won|<load from one region to another 
' another tenfls to foster inequity. The average panel review tjfne varies 
f from under onefhalf hour in one r6gion t tp almost and hour 'in several 
other regions 




Becau^<^BpMiy Group believes that the strengths of the application 
procedurqfarero far outweighted ]?y rts weaknesses, it believes that an 
Alternative means of distributing. funds to institutions must bedeveJoped. 



II-C-2 Developing ^ New Institutional Funding Procedure 
Recommehclatian * 

The Study Group recommends that a new method of fund allocation be 
developed* 4 and fully operational for use in 1979-80 (Fall, 1978). fhe de- 
velopment of -changes in the 1978-79 funding process should' be "transitional" 
in the fense that these changes, should be consistent with the method to be 
utilized in 1979-80. . 

■The Study Group e fiirther recommends that the < 1^78-79 funding process 
should: , T' ' . 

r 

* i • 

1. Fund all Institutions wfjich have participated in the programs for two 

, years or more at a level which bears'a reasonable. relationship, to cur-' 
rent levels. 

2. Attenopt tp -correct grbSs inequities in current levels of institutional 
* ' fundinsr. * * * m 1 

3. Be flexible to accommodate new institutions, as well as relatively new 
institutions, .whose c\jrr£nt levels of funding may not reflect their 
actual needs'. 

' ' * + i 

Rationale . * 

The Study Group believes that there is insufficient trme to design and test 
,a$aquately an ideal process for fund allocation for 1978-79 (Fall, 1977). It, 
therefore, recommends a continuing effort toward achieving that objective. 
Such' an efjMR^ should first establish the g6als it wishes to achieve by 
elaborating «n the criteria listed in II-C-1. 'Having established airamework 
t pf achievable goals, it should test various methods of fund allocation against' 



ifiese goafs. 



t™ e 



It is expected that the development of a new funding process will be dif- 
ficult and time x consuming in that it must not jeopardize tfie edi/cational 
plans of individual students "Or the fiscal position of participating institu- 
tions. 



II-C-3 * Establishment of A Working Group 
Recommendation , 

* • The Study Group recommends that the Secretary immediately direct the 
Commissioner of Education to establish a working group to assi.st in the 
development of new approaches to the fundirtg process. * 

The Study Group .further recommends that the working' group be charged 
.» " . with .providing guidance and advice with respect to the development of 
regulations, technical amendments, forms* and other materials attendant to 
the funding process including* 

1. The testing of alternate allocation models and formulas (including 
locations ^institutions from funds available to each State, as well as\ 
State allocations); * , " 

2. The review of data needed for a revised funding process; ' 

3. Clarifying the role 'and function of the Regional Offices; 

Clarifying and revising the role and function of the review panels if 
they are required. m ' * 

* * * * * i 

'The Study Group recommends that the wording grt>up be organized immedi- 
ately in order to develop a calendar for identifying, testing, and imple- 
menting changes in th$ funding process. 

^ " r T The Stud Y Group, also rp_cammends that the working groug. in its develop- 

■ - ,JTient of a new funding process,, should explore and ^attempt to resolve the 
incongruities inherent in the relaticnishigjbettteen the institutional funding 
process- and the State allocation procedures. (Sfee Recommendations II-B-1, 
2, & 3) Furthermore, the Study Croup believes that an essential part of thi$ 
process mustjnclude the resolution of the interrelationships amofig Federal, 
State and institutional financial aid pr<5grafns, as well as the resolution of 
% thfc interrelationships among ££e various Federal programs. 

The working group's role should continue until'a new permanent fund alloca- 
tion system is in place and operationally February 28, 1979 for use in the 
1979-80 fiscal year. - , • 

Rationale - - * 

The development of any new process to allocate funds to institutions will 
necessarily impinge upqn many facets of Fec^l, State and institDtional 
operations. Therefore, to assure the development of 'a funding process 
which is workable and equitable, input from a wide variety of sources is 
mandatory. Because o£ the inherent diversity of State and institutional 
programs, the Office of Education is in a unique position to provide leader- * 
ship for this'effort. * 1 
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II-C-4 Reallocatiorwof Funds in NlDSL, SEOG, And QW-S 



Recommendation 

1. The Sttidy Group recommends that beginning in the 1977-78 school year, 
Regipnal Offices be given final authority for reallocation of regionally 
deobligated fuhds, ki the SEOG and CW-Sr (jj-ograms, in brder to permit 
timely use .of these funds. « . n • 

r * 

2. + Such regional authority should extend .to' the NDSL Program by making 

statuatory'changes, 

3. * Such regional authority for reallocation shoulchbe extended from one 

State to another within a region if there is no declared need for that 
funding within the Sjtate from which it was deobligated. 

Rationale , * 

In order to provide maximum flexibility in assisting students, it is necessary 
to change the present procedures for assigning deobligated funds. By 
increasing regional authority, the funds can be delivered to the institutions 
. at a tim&when they can make use of them. Freed from the necessity to 
keep funds within one * State, Overestimates and underestimates can be 
ameliorated over regional areas, eliminating significant differences between 
bordering States. It has not beeh possible, in the past, to reallocate.badly 
needed funds. • / 
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D - Student Application and Awards; Financial Aid Programs 
* BACKGROUND AND ISSUES 

If Federal student financial afd programs are sometimes confusing and 
difficult for those who manage thegn, they present much greater problems 

^ for the, student and his or her parents. One has only casually to examine the" 
student finanfcial aid application and award process to realize that the 
student applicant faces a veritable maze of differing sources and types of 
financial aid, each with its own forms, deadlines,, and procedures. 4 For 
example, a student "ma^ fHe separate financial aid applications with each 
institution to which admission is sought, as well as for, financial aid with a* 
State agency, for $ Basic Educational Opportunity Grant (BEOG), and for a 
Guaranteed Student Loan ( GSUr The student may also complete 
applications, for scholarships from local* union, company, or philanthropic 

*^roups. * * 

** * 
In additior^to the numerous financial £id applications to,be completed, the 
student is frequently confronted with the more complicated task of 
completing several need^analysis statements. Institutions may choose among 

^ several possibilities; tf\e College Scholarship Service, the Ameritan College. 
Testing Program, or the 'income tax method, or they may adopt the' BEOG 
an^fsis. Thus, a student submitting applications^ two or more institutions* 

„ may be requested to v suDmit information. to meet'the requirements of two or 
■ more different need analysis systems. Some State agencies utilize still . 
another system. Private sources of financial, ai*d may request financial 

-information from the family in yet another jorm. It is more than possible, . 
then, that -a student will be required to' complete up to seven different * 
documents, each requiring similar information, just to apply for financial aid 
at just one institution, ' ^ 

The application process for students is further complicated by three key •-; 
considerations; 



The definitions of some of the requested data on the applicatiorts are 
not alway^consistent amon£ the national need analysis services, States, 
the BEOG program, and the GSL program, ( 



1. 



The timing orth? distribution and processing of applications differs 
among private, S/ate, and Federal systems and, thus, create*, confusion 
for students and complicates the institutional -packaging process, 

3, The. varying use among private, State, and Federal systems of estimated 
or actual 'family jncome fesults in the possibility of inconsistent treat- 
ment f rpm program to program* 
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The net result of this vast array of paperwork is often copfusiop^and un- 
certainty for the student and4he student's family. Out of confusion, lack of 
information, and amount .of effort involved, some stqbents and parents fail 
to apply to receive the benefits of programs intended jb assist thejn. At the 
least, students aaTTtheir parents spend many unnecessary hours providing 
repetitive information for the many different organizations and agencies in 
the aid-awarding process. There is tittle question ^iat the multiplicity of 
"forms, uncoordinated application date_s, and inconsistent definitions cause 
some missed 'opportunities and, -thus, hinder ^attairtment of the goals of 
access and choice which underhe^he Federal student (financial aid programs. 

In 1975, the National Task Force on Student Aid Problems called for the 
adoption of a commpn financial aid application, cor&BQon definitions, and 
common application processings dates in order to simplify the~f inanciai aid 
delivery process for students and their families. Since 1975, the continuation 
of the Task Force activities has been carried on l>y the Coalition for the 
Coordination , of Student Financial Aid. The Ifcpalition has provided 
substantial leadership for efforts directed toward sifnplif.Ving the delivery of- 
financial aid funds to students. Nevertheless, the? ^current process by which 
students'apply f6r financial aid funds is confusing, complex, duplicative, and 
•inefficient. It is no wonder that many students and their familie? fail to 
comprehend the totality of the system. Major changes are, therefore, 
needed in the current patchwork process in order to prevent the systerrvfrom 
literally being buried in duplicative' paperwork and in order to make the 
system more easily understandable " 



RECOMMENDATIONS 



II-D-1 
II-D-2 
II-d-3 
II-D-* 

If-D-5 




Student Application and Awards Process 
Simplication of the Student* Application Process 
H^se Year Family Financial Data 
Data Validation ' 

Identification of Cortimon Data Elements and Establishment 
of*Common Definitipns « 

BEOG Award as Foundation for Total SFA 'Award Package 

The. Basic Educational Opportunity Grant Appropriations 
Procedures 
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. II-D-7 Basic EducationaiOpportunity Grant Application Deadline 

f 

II-D-8 Validation of Information With Ineeme Tax Records 

II-D-9 Use of GSL Funds to Substitute for Parental Contribution' 

II-D-10 Coordination of SFA and Public A?sistan<?e Programs 

H- 0 " 1 - Simplication of the Student Application Process % 
Recommendation # " 

The Study Group recommends' the adoption of * student application system 
which would .make it possible for a student to supply family financial -data 
only once a year in order to have family financial strength analyzed. * 
m Under such a system, data elements needed to determine student eligibility 
for a ^EOG wa^ld be included on the forms of participating private need 
analysis systems and State scholarship and grant agencies. Th^participating 
private systems and State agencies would transmit these data to the BEOG 
processor who, in turn, would inform the student directly of his or her 
eligibility without the need of an additional application. 

Rationale 

The concept of a common financial aid data collection (CFADC) system will 
reduce the number of applications for financial aid to be completed by a 
student and his or her family. It will also facilitate the synchronization of 
theMfehvery of institutional, State, and Federal financial aid and implement 
the use of a common calendar as well as an application containing common 
data elements and. common definitions. The common data collection system 
will thus eliminate the needfor separate applications to the BEOG Program 
and the institution's need "analysis processor. The initial data recipient or 
processor can, jf it chooses, estimate the BEOG Student Eligibility Index, 
determine its own expected family contribution, and, where -appropriate, 
package the various sources, -of aid irider its control with the probable BEOG 
awards 



18* 

The revised student application system has been. referred to as the 
"Multiple Data Entry System," the "Common Data Collection System," and 
"The Tape Exchange System." This report employs the label of the 
"Common Financial Aid Data. Collection (CFADC) System" to describe the 
system. 
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Other than the .fact that student data may be received from participating 
private need analysis processors and State agencies, the processing of BEOG 
applications will remain the safme: the applicants data, from whatever 
-source(s), will "be processed by the BEOG processor and the Student Eligi- 
* bility Report will be produced and mailed to the student. In addition, the 

BEOG processor wiH handle changes in student data and control for dupfi-. 
cate applications. Furthermore, cafe will be taken to insure that students 
. ~*\ who. wish to apply only for a .BEOG, may still continue to do-so with'no 
change.* * - ~ 

V ■ 

II-D-2 Base Year Famyy Financial Data 



T 



.Recommendation \ * *' 

— \ • 

The' Study Group recommends tjipt only verifiable year -end data on tfje 
family financial situation be used for the final assignment of Federal funds. 
The"^stribution schedule' of student applications by the BEOG program, m 
State afencies, and ><£rrvate need 'analysis -processors should be consistent" 
witt^ ^the\se of^ear-end *Jata. However;,* special efforts on the part of 
collegj^th^j^sh'to advise families of the student's probable financial aid 
' eligibility in connection with an early admissions process would not be 
inconsistent with the established application availability date as long as only 
completed year data are used for the final assignment of Federal funds. 
This recommendation applies to the annual application process and does not 
preclude use of current-year data in special circumstances (death, divorce, 
et^.). * 

Rationale 

A common financial aid data collectipn (CFADC) system requires the* use .of 
a common base-year which will be ytilized to determine family financial 
strength. As presently conceived, the CFADC system will collect' full 
calendar-year information from families since applications- will not be 
available for completion or processing until near the end of each calendar 
year. The application utilized by the CFADC systemshould permit a re- 
ference, by the family, to information reported to the Internal Revenue 
Service rather than leaving the requested information open to interpretation 
and possible misrepresentation, whetfter intentional or. otherwise. Recent 
studies suggest that financial aid forms filled out after the year has been 
concluded have a higher validity rate than those completed before the close 
of the 'calendar year- An even higher rate of item validity is attained after _ 
the Federal tax return has been completed. In terms of fraud and abuse, it , 
is apparent that the use of prior year data is pref errable since it would be • 
difficult if not impossible to prosecute successfully someone for an incorrect 
estimate of future income. 
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* « • ■ * 

Both advantages and disadvantages accrue from either arTearly application 
availability date, such as September or October, or- a later . one, such as 
January. An "early date wo,uld allow students the opportunity to finalize 
their postsecondary plans at an earner date. However, an early application 
availability date implies* that students.. would be submitting estimated rather 
than actual year-end data. Although it would be possible to address the 
problem of estimated data by strengthened verification procedures, .the 
point remains that substantial repackaging and reprocessing could be the end- 
result of an early application availability date. questionable whether:, 
the administrative effort involved in this repackaging "and reprocessing 
effort, or the possible Student confusion, would be offset by the fact that 
awards could be made at a slightly earlier date-. ^ 

The adoption flf an 'application system which utilizes only actual year-end 
data will not be without 'problems for institutions which nave traditionally 
provided early admissions and financial aid decisions for students. However, 
it is likely that a simplified application form and service could be developed 
.by the private need analysis* processors which would provide- an approxi- 
mation of the family, ability to pay for those students and institutions 
wishing to ha(ve earlier information. Such a service would enable institutions 
to make tentative financial aid offers a/ an early date which would be 
reviewed subsequent' to the submission of actual data at the end, of the 
calendar year. *«r 



H-D-3 Data Validation 
Recommendation 



< 



The Study Group recommends that a common financial aid "data collection 
(C^ADCrsysfem include 3 coordinated data validation component. 

Rationale V 

Coi^rdlnated data validation efforts wilMrhprove program integrity and 
reduce fraud and abuse. The CFADC concept would provide a mechanism 
for'ooordinatiofi and possible expansion of the often duplicative data 
validation efforts currently underway in institutions, Sta'te agencies,* and 
private need analysis processors. Therefore, the results of data validation 
efforts by a participant in the CFADC system should be shared, if appropri- 
ate, with other participantsdn the CFADC system. Participants not cur- 
rently conducting data validation efforts should be-encduraged to initiate 
such procedures and similarly to share the results, as appropriate, with other 
participants in the CFADC system. 
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Furthermore, under the CFADC ^ystem, it is possible that original jdata on a 
student could be received by the BEOG processor from two or more sources.* 
This would provide an opportunity to. compare the data according to* 
preestablished parameters and to conduct follow-up activities with the 
applicant as needed. - ' 

In summation, the Study Group believes that data validation efforts directed 
at correcting intentional or unintentional differences in Jjta are a vital 
component of the CFADC concept. 

II-D-4 Identification of Common Data Elerpents and Establishment of 
Common Definitions 

Recommendation^ 

The Study Group recommends that the Office of Education, the private need 
/■analysis services, and the State scholarship and grant agencies ^proceed with* 
all practical spped to identify the -Common-data elements and definitions 
which would permit the CFADC system to operate and to develop the 
procedures necessary to assure timely and accurate transmission of data to 
• the BEOG processor. It is practical to seek full implementation of this 
. system for academic year 1978-79., - -i ^ * • ' . 

Rationale 

t 

Each organization which awards financial aid to students — whether a 
Federal, Sj^te, institution, or private sojurce — has the right to requke that 
students 'provide -the financial information' the organization needs to make 
decisions under its own criteria. However, because each aid system has beerr^ 
developed independently and historically has operated autpnomousfy,- there is 
little consistency ki the data elements they request from students and their^ 
families. Also different organizations ma/ use different terminology or 
definitions tQ refer to what are essentially the same kinds of information. 
Some of these differences in. data elements and definitions are only 
incidental and do not reflect re^i differences in the needs of the 
organizations.^J3^ CFADC system provides the poteritial for a major 
simplicatioa of the^tudent application process, without sacrificing the needs 
of aid-giving organizations. * ■ 

The revision of student application torms toscriieyfe common data efements 
*and standard defijiitions t ^s far as this can be-achie^e3^and the development 
of procedures to transmit lata to tfie BEO&Jjr*ocessor -should be joint efforts, 
of the Federal, State, and private organizations concerned with need 
analysis. It is the view of the Study Group jhat^it is possible to incorporate 
aO of the data elements necessary to compute the BEOG Student Eligibility 
Index into the application forms crTState agencies or^private processors. 
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\ U-D-5 BEOG Award as Foundation for Total SFA Award Package 
Recommendation 

.The study Group recorrimends thart consideratibn of a potential award of a 
BEOG be required in all cases before any other need-based award of Federal 
funds is authorized for an eligible student. States should be encouraged to 
do likewise. ' 6 

Rationale - * 1 4| 

Since the BEOG program is the foundation of undergraduate financial aid 
, programs, it is appropriate that all eligible • students be^ncouraged , to ' 
• complete BEOG applications. This recommendation is compatible with the. 
objective 10 collect c6mmon data information for 'multiple eligibility 
- determination (see Recommendation II-D-t). T Likewise shqrt-term efforts to' 
accommodate students who. have not completed the BEOG award process 
prior to receiving nee&ba&d aid funds are not inconsistent with this re- 
commendation, ^even&l States have already implemented such a procedure. 
If State student financial .assistance continued at the same level after this 
action, the additional 'funds av^iiabie could be extended to assist more 
students and/or in greater amounts. " 



11-0-6 The Basic EdScllf^nal Opportunity Grant Appropriations Procedures 

Recommendation ^ 

•< » • 

; 1 The appropriation procedures for the Basic Educational Opportunity Grant 
# *• Program shoui&be changed to remove the existing uncertainties in the 
amount of awards that can be expected. Any new appropriation procedure 
should- either 1*. fix -the dollar amount of the appropriation on the basis of 
the best projection' of needed funds, or 2) approve a pven payment 
schedule. ,- / . " 

Rationale — • * 

J - In 6 P^™ 60 * scne duJe enabling financial aid administrators to calculate 
' BEOG awards has typically not been available until May or- June. The 
i inability to determine the actual amount of the BEOG award at -the- same 
time-other sources of aid are packaged has led t^ considerable inefficiencies 
in financial aj* offices (e.g., awards must be repackaged if the actual BEOG 
differs from the estimated BEOG). Furthermore, the late date at which 
actual BEOG awards can be calculated complicates educational decision- 
making for many students. . . - 
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In the early days of' the BEOG program, the lateness of the payment 
schedule was due to uncertainties related to Congressional permission to 
carry over under-expefnditures in one year for use in the subsequent yeah 
Morfc recently, the problem has been quite the opposite, and the question has 
been . whethef the amounts draWn down or borrowed against future 
appropriation would be restored by &* supplemefttal appropriation from. 
Congress. Since such appropriations have beeih lafe in coming; BEOG 
program officials have rfot known whether the pool of funds available for the 
subsequent year would be the total original appropriation' or the 
appropriation less that which had been "borrowed" to meet current y£ar 
expenditures. \ \ 

^ • *\ * 

A third source of uncertainly occurred during ihe 1975-1^76 academic year 

when permission to borrow against future Appropriations was not received 

until after funds were totally expended. About 20 percent of the Nation's 

educational institutions were without the funds to honor student ^vards for 

approximately three months. 

The Study Group believes- that the detrimental effects of the current 
calendar of student award level notification must be corrected. This could 
be accomplished in either one of two wayss* ( > 

L - The cellar amount of appropriations could be established for the 
fiscal year based on the^best projections of participation rates' and 
levels of student awards. Requests for supplemental funds would 
not bfe entertained *if projections were later foiAd.to be in error; 
This fixed appropriation approach implies a first-come, first- served 
philo^>phy. ' 

2. A given payment schedule could be approved based upon the best 
. projections of participation rates and levels of student awards.* The 
paymenr schedule approach impHfcs that the BEOG programs is a 
true entitlement program and,-th«s, an "such funds as may be 
required" appropriation wouicKfee required to' -support the t>ayment 
schedule. 

The adoption of either of the approaches would make possible the fcartY 
dissemination of the payment schedules as well as eliminate the threat 
readjustment ot the student's calculated award later in the academic year. 



II-D-7 ' The Basic Educational Opportunity Grant Application Deadline 
Recommendation 



The calendar relating to studlftt application deadlines, for the Basic Edu- 
cational Opportunity Grant Program should be carefully reviewed and 
adjusted to insure that students who choose to atterkd institutions with non- 
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traditional acBd^ic a calendars e wilJl*have the opportunity to receive their full 
entitlement of funds, "Specifically, the Study Group recommends extension 
of the current March 15 application deadline to a late> point, in the program 

Rationale - - • * - , , • ' ' • 

Students making a decision to attend a postsecondary institution after the 
March y REOG deadline may lose up to 50 percent of their entitlement by 
virtue of the "time ol year the decision is made/ For example, a student may 
decide. on March 22 to attend institution "A" starting April 1. (Most 
vocational schools have courses beginning monthly.) If the student had not 
.previously completed a BEOG application, he or she would <ose three months 
bf entitlement (April, May, and June), before befng eligible for a, grant 
covering, only the portion of training that remains after" June 30. If the 
course in question were six months in length," it is evident that one-half of 
the BEOG award would be' forfeited. Although B'EOG publicity states that 
March 15 is the deadline for submission of a BEOG af^ication rather than 
for* enrollment, many institutions with non-traditionaJ academic years are\ 
characterized by students who make educational decisions and plans 
simultaneously with enrollment. 

I 

Therefore, the existence of the* March 15th cut-off may ca^Use distortions in 
student enrollment patterns since less affluent students may not be*able to 
afford to enroll inJi^ril^May, and June. This is further compounded by the 
tendency of man/ ^institutions to . utilize a "first-come, first-serv^f 1 
philosophy in other financial aid programs, leaving "them wittf no funds late- 
in the award year. - * 

The BEOG system already has an overlap of^several months in which com- 
puter systems for both application years are in process.* The expansion of 
this overlap period should not create a hardship. -How to accomodate 
corrections to Student Eligibility Reports appears to be a more troublesome' 
issue. Therefore,' limits may have to be placed on students who apply after 
March 15 and who make errors on their applications. However, penalizing 
this limited group of applicants appears preferable to penalizing all who 
make postsecondajy educational decisions late in the award period. 



II-D-8 Validation Of Information With Incom e Tax Records*" 

: : — 1 — : — * 



Recommendation 



THe^tudy Group qecomm6nds that, OE require States and institutions to 
/verify and Validate the financial information submitted by parents ancJ 
students in applying for financial ai^ Comparisons should be made with, 
Income Tax records to the greatest extent possible. 
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Rationale 



increased efforts to verify information on student financial aid ap^icatlons 
will enhapce the integrity of the submitted data and hence^ reduce fraud and 
abuse. ^ 

The Study Group feels that it is incumbent upon need analysis services, 
States, and/q* institutions to compare 'financial Information obtained from 
application sources and, if possible, to verify the* financial information with 
Income Tax" records. Studies to. date indicate that approximately 15 percent 
of Basit GcSatvApplicar^ tend to underestimate income and approximately 
6 percent overestimate. * 

Il-D-9 U$e of GSL Funds to Substitute for Parental Contribution 



•Recommendat 



The Study Group recommends that any need analysis /ystem approved by the 
Commissioner for determining parental contribution for campus-based 
programs be allowable fpV use in Recommending subsidized -GSL's for de- 
pendent students. 



Rationale 



The Study Group recognises that in determining- sti^Wawards under th^ 
campus-based "programs, financial* aid "administrators "irr^rhla jn consider 
subsidized GSL's as a substitute for part or all of the expectechreirental 
contribution. Amounts in fexcess of the parental; contribution are cqn^ered 
a student resource. _ * ' 

Currently, there .are provisions in regulations for campus-based program* 
which allow students to borrow from the GSL program aniamount not to* 
exceed familyVcontribiitions. t The Commissioner must desifnate each year 
those need analysis systems that. can be. used to determine^family contri- 
bution which, in turn, determines the. need for campus-basetl funds. How 7 
ever, not all the systems approved by the Commissioner , for determining 
family contribution ahd .need' can be used for-recom mending *GSL amounts. 

19 - . 
See Sylvia I, Diegnau, "Stretching Your Financial Aid Dollafs: 

Another Look at Income Verification," The Journal of ^totjgni Financial Aid, 

November, 1975; and James L. Bowman, Accuracy olPEifentft 1 Taxable 

Income Reports for 'the 1 972^73 Processing Year , Educanqnal Testing 

5er vice, August, l77fr, quoted in Validation of Student and ParAt Repjbrted 

Data cyn the &asic Grant Application rorm , f inal Report, Volume VI, Applied 

Management Sciences, l$ November 19/6, p. 8. - P 
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H-D-1Q Coordination of SFA and Public Assistance Programs 

Recommendafion > 
> ' 1 r 

The Study Group recommends that the Secretary direct agencies within HEW 
to formulate policies and procedures 4or the coordination of Benefits 

f avaifaftle to students and their families from both student financial aid and 
public support programs. The Study Group further recommends that the ( 

' Secretary seek a similar coordinated ef ffrt v/ith agen*cie§ external -to HEW. 

Tbe objective* of this recommendation is to: 1) prevent the duplication oi 
/ulnds for the student's maintenance, and 2) prevent the curtailment of funds 
provided for the student's maintenance, from publiq support programs when 
financial aid fund^ are awarded to meet direct educational expenses (tuition, 
fee^Tbooks, transpprtatiqn, and child care)* * 

RationaJe / " 

Direct educational costs may include tuition, fees, books, transportation to 
and from the educational 9 institution, and child care while attending 4 the 
educational institution. The! .Study Group is aware that duplication of 
Federal aid anjl public support dollars "has occurred because of imprecise 
policies within and without HEW. , The Group also is aware that aid reci- 
pients 1 Maintenance payments from other sources have been reduced when 
only direct educational expenses were met by-.student financial aid program 
sources. Irt instances' whereby maintenance payments do not rfieet room and 
board costs at an educational institution, the student should have the option 
of relinquishing the public support program eligibility and seeking a total 
financial aid package based upon need. 



ERIC 



in 



E. Information Weefls of Students and Parents 



BACKGROUND AND ISSUES 

Efficient and equitable delivery of financial aid requires adequate dissemi- 
nation of informatioff to students and their parents. Information must be 
timely, factually accurate, and- comprehensible to students and their 
parents. Information is needed to help ensure: 1) that yjfljgpective students 
and their parents are aware of the sources of possible aid and are in a 
position to take advantage of -the benefits offered by {he various student 
financial aid programs; 2) that students, cih make wise choices amopg 
educational institutions without major financiaT constraints;. 3) that students 
are more likely to select a beneficial educational pr^ram; and 4) that 
students receive adequate consumer protection. 



Current Efforts 



Many different Federal, State and local government agencies and private 
organizations are involved in trying to meet the peed for information about 
Federal student financial aid programs. Each of the Federal financial* aid 
programs has provided for some dissemination activity. The best example of 
this activity occurs in the BEOG program which trains both Central and 
Regional Office staff; prepares and distributes handbooks, student guides, 
and lists of eligible -schools; .develops policy communications to institutions; 
'and provides annual training of high school counselor^ student financial aid. 
administrators and fiscal officers. 

OE Regional Offices are.responsible for providing infQrmation and advice to - 
educational, consumers' and for *the % disserfunation *of • information about 
student financial aid as well as other programs* 

There are various State agencies actively involved in providing information 
to students concerning both educational alternatives and sources of student 
aid. A good examfile is the Oregon Career Information System which is 
directed towaFd non-school publics as well as currenf students, and also to 
school and social agency personnel. The computer-stored data base contains 
a great deal of information about financial aid programs. 

» * 
Evidence of Unmet Needs / . * * 



Despite these and many other efforts, there is clear evidence that lack of 
information about student financial aid stands as a serious barrier to 
posfsecondary education. Many potential students are not aware of Federal 
student financial assistance programs or other sources of aid which might 
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enable them to undertake post secondary education. A report by the Student 
Advisory Committee of the College Scholarship Service concluded that'* 
"those students -who have the greatest need are least likely to learn about 
the system, and least a£le to overcome the hurdles of forms,- annual finan- 
cial aid need analysis and repeated trips to the financial aid office. 

^Tfte National Longitudinal Study of the High School Class of 1972 21 _cevealed * 
that approximately one-third of 1972 high school graduates who did "not enter 
an institution of postsecohdary education within 1-aitd 1/2 years after 
graduation gave as the reason: "needed to earn money, before could pay for 
ityr ther education." An even m greater percentage of respondents in low 
socioeconomic groups^nd minority respondents gave this reason. 

Apparently, many students are not only .uniform ejijxit misinformed about 
the types of aid available and the basis on which it Ts awarded. The same 
study showecLt.hat of students planning to corfttnue education, but not ex- 
pecting to receive financial aid, 40% expressed a wish not to go into debt 
(apjfarently .assuming that aid consisted £niy of loans). Fifty percent re- 
: spofrded that they did not expect to qualify for aid because of their gqfcdes or 
lest scores (apparently fc not realizing that significant amounts of aid were 
available based only on financial need). - * 

1 22 

In 1974, a New Jersey survey revealed that one-qwrter of the currently 
enrolled students from families with inrcbmes below $6,000 (students who 
would .probably demonstrate need) failed to a^ply for financial ,aid. Klqre 
than 40 percent of the students from families with incomes between $6,000 
and $12,000 did not apply for aid. 



•. • 20 + * . • • A - . 

- * "Wflat 250 Studenjtf Say About Financial Aid Problems." CSS Student 
Advisory Committee Report, College' Board Review , No. 100, Summer 1976, 
New York: College ErUrance kxamination board, p. J6. 

'2 1 ^ ' ' djifit>itf'4 

United States DHEW, National Center for Edofetional StaJistKS, 
National Longitudinal Study of high School Class of 1972 , (Washington, D.C.: 
U(.5. Government Printing 6if ice, 1972;, pp". 1J, 18) 28. ^ 

22 . 

The Needs a&d Resources of Undergraduate Students in Postsecondary 

Education in the State of New 3ersey^ l974-/^ (Princeton, N.3.: New JerseC 

•Hj Com mission on Financing Postsecondary Education, 1976) as cited in Makingl ^f ' 

"it Count : A Report op^ Project to Provide Better Financial Aid Information 

to Students , (New ?ork: College Scholarship Service of the College 

* Entrance Examination Board, May 1977), p*ll. 
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Not only are students often unaware and misinformed about financial aid,* 
but they tend to greatly underestimate fhe actual costs of postsecondary 
education. Ityfjft shown in 1975 surveys of high school seniors in Iowa and 
Pennsylvania* ' f Furthermore, another national survey shows that 
'studeqfs are inadequately informed about sources of possible financial aid 
and ere generally unaware of the "net" costs of attending private institutions 
(total cost minus financial aid)* Consequently, many of them -have begun to 
"trade off* 1 what they perceive to.be desirable Characteristics of private 
colleges in favor of' what they perceive to be the lower costs of the ptfblic 
institutions. r # 

Compounding the problem is evidence that students have been victimized by 
some unscrupulous educational institutions. Consequently, strong interest 
has developed' in^the Congress and Federal agencies in protecting student 
consumers againstuncomplete or misleading information. 

^ 197? report of *the FederaJkkfteragency Committee on Education (FICE) 
Subcommittee on EducatioFtffl Consumer Protection summarized the situa- 
tion as follows: . , .% 

<# . * *■ 

The. general picture shows that Fqderal efforts in protecting the 
student consumer are .under way, byt have yet to achieve a fully 
developed thrust.; PolicieS ( are largely reactive. Information 
provided to the student is inacfequate, Safeguards against outright 
fraud and simple abuse are \yeak. *Few agen<sie<*Rave systematic 
procedures for handling complaints from students.. and parents, or 
for redressing valid claims. Coordination between Federal agencies • 
is at an embryonic stage, and^he educational community itself has 
not activated consumer protection concepts or wechftnisras where 
consumer problems exist. Among the Federal departments and 
• agen cies, th^gesponse to ejjjjcatiorial consumer problems varies 
(WteWerably. 

4 1 . : , r 
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A Surrey of flans for Education and Career's; - A .View of What the 

Iowa High School Senior Ciass of 19/3 Flans to Do' Following Graduation and 
Why (Evanston, Illinois; College Entrance Examination Board, Midwest 
Regional Office, 1975) as cited in Making It Count , p. 11. 

Student Resources, Purvey Number (HarHsbuYg, Pennsylvania; Pertn- 
sylvania higher Education Assistance Agency,- 1976) as 'cited in Making It 
Count , p. 11. ' - 

25 • » * r 

Davis, J;S., and W.D. Van Dusen, A Survey of Student Values and 

^Choices (Atlanta, 'Georgia: * College Entrance Examination Board, Southern 
Regionaf Office, 1975) as cited in Making It Count , p. 11. 

26 United States DHEW, bffice of the Assistant Secretary for 
Education, Toward a federal Strategy ios Protection of tVie Constimer of 
Education, lWashington,lb.C., 3uiy, 19/5], p. 1. 




Provisions of the Education Amendments of 1976 \ 

fn response to the problems of 'consumer access to adequate and accurate 
information, Congress included several major Consumer-oriented^ provisions 
in the Education Amendments of 1976. The A^fftioistrative allowance for the 
campus-based programs was increased to four {Jercent and the institutional 
ceiling on such payments was increased to $325,000. In addition, the 1976 
Amendments authorized $10 payments to institutions for each,BEOG and 
GSL recipient enrolled (although this provision has not yet been funded). 
This increased funding must first be used Jby institutions to meet the new 
requirements for student consumer information; 

The 1976, Amendments also include! a new section (*93A) on sjuctefot con- 
sumer information v^tiich requires institutions to, provide information about 
What student assistJmce is available, how it is distributed, the means of 
applying for assistance, rights and responsibilities of recipients, jcost of 
attendance, refund policy, academic program of the institution* jdata re- 
garding student retention and, when availabfe, student completion rates and 
the name of the individual designated to provide information. Institutions 
must be in compliance with these provisions by July 1, 1977. 

Section ^93B of the 1976 Amendments requfh^s the U.S. Commissioner of 
Education to survey institutional practices in providing students with 
complete and accurate information; to meet with appropriate' parties; to 
report to the Congress .by October 1, 1977 on the use of work-study students 
as financial aid counselors; and, whenever possible, to include student peer 
counselors in OE-sponsored training programs. 

The 1976 Amendments also expanded the so-called. TRIO programs (Upward 
Bound, Talent Search, Special Services for Disadvantaged Students, and the 
Vfcore ^cent Edi^tional Opportunities Cectels) to protjde improved 
iq^prmation y to current and prospective disadvantaged postsecondary stu- 
dents. Section 418A provides new authorities for Service Learning Centers 
cat p9Stsecondary institutions serving substantial numbers of disadvantaged 
students ancTprovides for grants to States to establish Educational Infor- 
mation Centers which would provide guidance, counseling, and referral 
services directed at the disadvantaged. . Section 335 authorized the Office of 
m Education to provide information on current and future career options and 
trends, as well as information on career education activities, to students and*' 
school personnel. 

* 
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Unaddressed Issues . 



The 1976 Amendments, however, do not address themselves all of the 
existing problems in student information about Federal student financial aid 
programs. There is also reason to believe that unless a forceful effort is 
m^de to coordinate the various consumer information provisions of the 1976 
Amendments, both^in pfanning and implemehtation, the results will be 
fragmented and ^duplicative. While the Amendments require educational 
institutions to provide information to enrolled and prospective students, the 
definition of prospective students is narrowly construea to include only 
students who make inquiry to the institution. In fact, many of the neediest 
students probably will not even consider making contact with a 
postsecondary institution unless they hav&V^ information which leads' 
them to believe that there are opportunities for them at that institution. 
The Amendments do not address many of the concerns of the State agencies 
or the need to coordinate information programs. There is currently no 
central office where- comprehensive, current information can be obtained 
about Federal student financial aid programs, and the Amendments do not 
require that such an information office be established. 

It must afso be recognized that there is considerable reluctance on the part 
of some institutions and others to provide full, accurate, and complete 
information. A recent report prepared for the Fund for the Improvement of 
Postsecondary Education (FIPSEj states: f, In the course of f this project, it 
has become apparent that .many of the communication processes in in- 
stitutions are incJear, obtuie, and incompetent." The report goes on to 
affirm some of the strategic, policy or procedural reasons that institutions 
withhold information from* students: "Some believe that The truth about 
costs will scare them away.* and that 'It's- too' complicated financial aid 
policy to be truthfully communicated.'. Others sense that 'We could not 
handle any more students than we have now. 1 and 'Our policies are so Unclear 
that we would be attacked if we described them publicly.' Each of these 
objections was encountered by one or more of the FIPSE projec^articipants 
as they attempted to develop information about costs and aib."^ 

While there is 1 widespread agreement that students need more, better and 
mgre timelTTnTecmation, it is not clear just what information is needed and 
how if should be provided. Many well-intended attempts to provide 
information are often difficult to understand, incomplete, and not addressed 
to tl^e appropriate audiences,. Additionally, some of the popular sources of 
information are w often inaccurate and unintentionally misleading. Much - 
remains to be done to develop a system which will deliver useful information 
families. 
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RECOMMENDATIONS 

Information Needs for Student and Parents 
II-E-1 Coordination of Efforts 

II-E-2 State Agency Programs • \ 

II-E-3 Institutional Initiatives 
II-E-4 Scope of Information Content 

II-E-5 Information Dissemination Audiences 

* / * 

II-E-6 Lender Assistance in Disseminati9n of Student Financial Aid 

Information 

4 

II-E-7 - Listing of Active GSLP Lenders 
II-E-S Student Borrower Counseling 

II-E-l Coordination of Efforts ✓ 

Recommendation ' v J . 

The Study Group recom mends that the Secretary estabjj$j -a clearinghouse 
for all $tudent*iraonaMlion programs. ' This clearinghouse would serve as a 
focal point for all niajor student assistance information activities, "be they 
Feeler atf St at£, irfstittjticJnal, *'<$T cbmrMinity-based; * EstabHshed*under^t 
multi-year contract, it would be authorized to collect, develop and di- 
sseminate information; encourage and coordinate existing information 
programs, and conduct outreach efforts. 

Rationale 

Immediate attention should be given to ensure that regulations now being 
written irv response "to the various provisions of the Education Amendments 
of 1976 are coordinated witjtv^ach other and with relevant existing reg- 
ulations. Unless a conscious anti forceful effort is made to coordinate the 
various authorizations, both in the planning and the administration of their 
kntyementation, the results will be fragmented and duplicative. 
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There is now no coherent plan or responsibility for the dissemination of 
information to students and'their families.- Each of the Federal student aid 
programs, both within 'HEW and outside, has its individual information 
acitivity. In addition, there are other Federal information efforts intended 
to help- students make wiser choices -among learning programs, schools, and 
occupations or careers. There are also several activities, both within and 
outside HEW, designed to help p/otect the student as a consumer. 

These activities would be mofe likely to complement and reinforce each 
other with the oversight of a/clearinghouse or other focal point 'to coordi- 
nate them. One example of this point of view was given in testimony to the 
Study Group at the March meeting: 

I further understand that, while the, Federal Government has been 

doing a laudable job of coordinating its programmatic activities 

with those of State scholarship agencies, for exarpple, as in the 
case of the State Student Incentive Grant Program, there has' been 
Ho such coordination when it comes to providiqa matching financial 
support for informational ©preach activities." 

'Such a. focal point could be used to implement and coordinate many of the 

recommendations made in this section. Particular attention would be given 

to improved and better '.coordinated information dissemination ^between 

financial aid programs at all .levels (Federal, State and institutional) and the 

studen| special services activities of social agencies and com m uni ty groups 

(including manpower planning, career education, etc.) as well 'as those- 

funded through TRIO. 

« * ■* 

The Clearinghouse also would be responsible'for: 

1. Developing' and disseminating a compendium of financial and other 
aid sources on aState-by-State basis: 

" ' ' • % \< 

2. Publishing a newsletter; 

3. Developing materials for use in media campaigns; 

« 

^. Responding to letter and phone inquiries; 

5. Designing bnfchures and other literature suitable for the various 
audiences desty ibed in recommendation H-E-5. 

* ^toward Improved Access to State and Federal Financial Aid Benefits , 
Joyce Clark, Coordinator, Higher Education- Guidance Program, Chicago 
Pyrblic Schools, p. 3. 
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II-E-2 State Agertcy Programs 
Recommendation s 

HEW should plan a [Program of cooperative activities with the States and 
provide incentives to improve and expand State initiated information pro- 
grams. Specifically HEW should: 

1. Identify exemplary State programs afid disseminate information £bout 
those programs to the othefStates; 

2. y Make additional incentive grants to Stafes to encourage development of 

St ate- wide efforts to improve information dissemination — especially to 
out-of-school persons — to augment the Department of Labor's (DOL) 
Occupational Information Systems Grants Program, 

Rationale ' 

/ 

Each of the many scholarship, loan, and other postsecondary agencies of the 
States have had 'some successful and unsuccessful experience that should be * 
shared. Federal efforts to disseminate these experiences will speed up the 
diffusion process to the benefit of all. AH fifty States now have a State 
scholarship or grant office, often developed in response to the funding 
- provided through the SSIG^program. SSI* could form the basis for the* 
sharing of information. ^ 

^ Another way for improving coordination among States is to expand'upon the 
^1ffe))artment of Labor's activities. For gxample, through a program of grants 
to eight States, the Department of Labor is encouraging -the development 
and extension of systems to provide occupational information to persons who 
are in the process" of career exploration and decision-making. The systems 
being developed by the eight grantees are based in part on concepts^tested 
by the Oreaon ^reer Informations^ teen (CIS): 

Specific program "activities whith could be conducted in 'conjunction with 
financial grid information programs are: V ^ 

- 1. Establishment of an information systeim staff within the State 
receiving grants; * 

2. Establishment of a policy-making board or consortium, made up of 
representatives of "key institutions representing both the users and 
producers of information; 

3. Compilation and appraisal of existing information from a wide 
variety of sources for a wide range of potential users;* 

Adoption of a delivery system to disseminate information to per- 
sons in the process of career exploration and decision making; 
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5. - Provision of services to schools, '^manpower agencies, and other 
organizations using the system; * . 



6. Provision of adequate training for the staffs of both th$ infor- 
mation system and user agency. 

After the first year of developmental activity, -the Federal share of costs 
could gradually decline as the program beomes self-supporting.- State and 
ipcal governments and the user agencies themselves would be expected to 
m make arrangements to bear information delivery or hardware costs from the 
outset. HEW cooperation with and augmentation ^f this effort will insure 
that SFA concerns are^adequately considered in the eight States with DOL 
grants and increase the number of States that can. be involved. 

II-E-3 Institutional Initiatives ( ■ 

Recommendation j 

HEW must make additional efforts to prombte and encourage institutional 
initiatives. For example HEW should: 

1. Further develop and refine the materials developed by constituent 

groups, and % 

/* „ „ 

2. Provide technical assistance and training seminars to assist more insti- 
tutions in developing better dissemination of information based on the 
identified exemplary materials. 

Rationale . / 
^ ^^^^ ^^^^ ^ 

To be -insistent with the intern expressed fcy the financial investment in 
■ * students, government agencies must not merely, establish and enforce 
rnTTnmum standard/. They aIso*must provide leadership and incentives to 
institutions to provide prospective students .'withr guidance that will make 
' well-informed decisions more likely. 

The National Task Force for Better Information for Student Choice has - 
developed a preliminary draft of a form to be used by institutions to provide 
a common set of information items. The latest proposed regulations do not 
prescribe a form or format. A common form 'that would enhance con- 
sistency and comparability of information shoifld be encouraged. 

Eleven institutions funded by The Fund for the Improvement of 
. Postsecondary Education (FIPSE) have served as demonstration institutions 
in developing ' prospectuses for their individual campuses. The resulting 
exemplary material&_sh#at<t be used as a basis for a greatly expanded 
program of prospectus^development. 
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II-E-* Scope of Information Content 
Recommendation 

Concerted efforts are .required to provide a balanced and comprehensive 
body of information to meet the needs of prospective students. Information 
dissemination programs must incorporate the totality of goals implied in the 
various aid programs. Timely and. coordinated, efforts must be directed 
toward improving student access, choice, retention and student protection. 

Rationale 

To make the' most of each investment of public resources, information for 
students should be a primary goal. This goal is consistent with the basic 
intent of financial-aid programs: to help provide postsecondary education to % 
all who can benefit. It .would be inimical to this basic intent to focus on one 
-aspect of, student information. For example, an emphasis on information to 
improve access without a. corresponding emphasis on information to improve 
student choice (of education institution, academic program, and career) can 
only lead to frustration arid, consequently, less than optimum use of public 
funds. Moreover, .the frustration resulting from improperly balanced 
information emphases can and often does lead to studertfdropout and non- 
jjayment of loans. * ^* ^ 

Some recognition of the neec^to provide prospective students with more than 
access, information is evident in existing and proposed regulations. For 
example, the Rules and Regulations for the Guaranteed Student Loan 
Program state: 

In the case of an institution having a course or courses of study, the 
purpose of which is to prepare studfents for a particular vocamon, 
trade or career field, such statement shall include information 
regarding the employment of students enrolled in such courses, in * 
" -*"9#ch vaeatipn, tr£de*or car eejvfj^l d . x Such information shall indude- 
data regaming the average starting salary for previously enrolled* 
students entering positions of employment for which the courses of 
study offered by the institution are intended as preparation and the 
percentag^ Q of such students who obtained employment in such 
positions. f * 

"Federal, State, and Private Programs 6f Low Interest Loan^to Students 
in Institutions of higher Learning", Federal Register (Volume *0,lNo. 35), p. 
7596.' ■ 
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The importance of this concern becomes especially* evident when taking into 
account: 1) estimates by the Bureau of Labor Statistics that byJ980 there will 
be an oversupply of 180,000 college graduates annually; 2) the recent reporf by 
-the National Assessment of Educational Progress Study which shows that a) 44 
percent of American 17-year-olds wanted - professional careers — 
approximately double the portion of professional and managerial jobs ci)rnentl)L^ 
available — and thatb) prospective students from impoverished communities, - 
blacks, and people whose parents had little education wer4 most lacking in 
"career and occupational development" information. I # 

Obviously, rrrore remains to be done to Encourage wiser use of student financial 
aid funds. ~* 



Information Dissemination Audiences 
Recommendation 



The efforts of HEW to disseminate information must be- increased to fill needs 
that are not covered by proposed regulations. Specifically, HEW must provide'^ * 
information about alk Government student financial aid programs." A more 
intensive effort must be made to obtain the ^cooperation of the njass media, 
education and student associations, and* industry to reach potential benefi- 
ciaries. Such efforts often can best be" made in conjunction with current 
efforts to develop career awareness and opportunities. The information that is 
provided should be: * * 

f 

1. Tailored for prospective students who may not make inquiry at a post- 
secondary'institution; * 

-2. Addressed tp different academic levels {including ^irst-year high school 
students) and tb non-traditional students (those who wish to restart formal 
education); . * 1 

^ Understandable by people of various s^ioeconomit* backgrounds; * 

4. Targeted not only toward students but toward thpse in a position tc 
influence student dapisibns such as admissions counselors, high school 
counselors, community referral services, and parents. 
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The First' National Assessment/ of m Career and Occupational^ 
Development; « An Overview , tPfenver Colorado; National Assessment of 
Educational Progress, November, 1976), pp. xv-xvi. 



Rationa le 

^ ' i 

, , In accordance with the Education Amendments of 1976, proposed regulations 
require -that institutions^ receiving administrative cost allowances (for par- 
ticipating tn BEOG, *GSL oc^a campus-based program) provide information 
about themselves and about financial aid programs available to a student. 
' Specifically, the proposed regulations state: v ^ * 

The information to be prepared and disseminated to students 
includes: 

m A. description of all student financial aid programs able to 

/ students who enroll at that institution, including* the 

/ procedures and forms for applying for such aid, the 
% student eligibility requirements, the criteria for selecting 
recipients from the group of eligible aoplicants, and the~ 
criteria for determining the amount o?j& student's award; 

B. A statement of the rights and responsibilities of students 
receiving financial aid under the Basic Educational 
f Opportunity Grant, Supplementet'Etfucational Opportunity 

Grants, College Work-Study, National Direct Student 
Loan, or Guaranteed Student Loan Programs. This 
information shall include: 

1. Criteria for continued eligibility for each program, 
including the financial conditions .which must be met; 

2. Criteria for determining that ^ a. student is in (good 
standing and maintaining satisfactory progress in his 
or her course of study, as •required'Tjy- Section 497(e) 
(1) of the Act for the purposes of receiving financial 
aid payments, and the criteria by which a student who 
has failed to maintain satisfactory progress or good 
standing may, re-establish his or her eligibility for 
.payment; 



3. The means by which payment of awards will be made 
to students and the frequency of such payments; 

4. The term? of and expected schedules for repayment 
of any loan received by a student $s part of his or her 
student financial aid; and 



4 



9 

ERLC 



123 



til , 




/• 5. 



The general conditions and terms applicable to any 
employment provided to a student as part of this 
financial aid; 



E. 



'F. 



C. The cost of attending the institution, including tuition and 
fees, books and supplies, estimates of typical room and 
board and transportation costs for students living on- * 
campus, off-campus, or at home, and^any additional cost 
of the program in which the student is enrolled or 
expresses a specific interest^ 

D. The refund policy of the institution for the return of 
unearned tuition and fees or othfcr refundable portion of 
cost paid to tha$ institution as described in paragraph (C) 

M>f this section; 

* • 

The academic program of the institutions, including the 
current degree program and othfer educational and training 
programs, the institutional, laboratory, and other physical 
facilities which relate to the academic prograrfi; and the 
faculty and other instructional personnel; 

Qata regarding student retention at the institution, 
including, for each of three most recent academic years, 
the number of students who enrolled and were still 
enrolled at the end of that^ year or who graduated from 
the institution, andjihe percentage that such students 
represent of the totalwrplled; 

•■IT 

. G. The number and percentage of students completing the 
program in which a student is enrolled or expressed 
. interest, if such data are available at thejnstitution. 

While the^ereguiations are comprehensive so far as institutions are concerned, 
they do nolteddress the need to compaunicate with non-student groups and "to 
students at different academic levels and from various socioeconomic 
backgrounds. This need^as well stated by Joyce Clark, the Coordinator of the 
Higher Education Guidance Program in' the Chicago Public Schools, in recen4 
testimony to the Study Group. Mrs. Clark said: 

r r— 

32 v 

"Education Amendments 6f 1976: Postsecondary Education; Intent to 

Issue Regulations", Federal Register (Volume $1, No. 230), p. 52*23.^ 
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...intormation concerning the availability of .these rffcources, an? 
assistance in completing the often-complex application procedures, 
. ' are a major determent to most of th£ low-income populations who 

* r ' readily qualify /or financial aid. It is not easy to promote higher 

education oorortunities^ ;n poverty communities,- where the 
problems of flay-tQ-day survival take precedence oyer the long- 
range promise of a better life beyond the receipt of a bachelor's 
degree, or a certificate of training. Even an extensive media 
corrtoign_pf the tfl&e which heralded the advent of the Basic Grant « 
• Program in 1973 was largely lost upon those .who qualified for that 

program and who tended not to read the kind of magazines or 
watch the kinds of t^evisiort shows which broadcasted information * 
about the program. 

A coordinated effort to obtain the cooperation of the mass media, education 
and student associations, and industry can go, a long way in helpiqg^move 
tte information gap. One par^fcf* this^f fort should include a coordination of 
effort in time as well as in content; i.e., "a student financial aid week" could 
be declared and an intensive effort made by all parties sfmujtaneously. The 
<- parties involved in such a combined effort should include: 1 

Iff 

1. Federal agencies (including those with career 'obuftselrftg cespon- 
sibilities), JL ■ * \ % 

• ' N * f * 

2. State scholarship and loan agencies, ■ „ 

3. Secondary schools, * * 

Community -agencies (including ' unemployment offices,, welfare 
agencies, libraries, labor unions, businesses, educational oppor- 
tunity centers, Women's, Services, etc.), * s 

5. Lending institutions, • * * • 

m r 

6. Education associations and institutiops, 

7. . Television, radio, magazines, and newspapers. 

IItE-^/ Lender Assistance In Dissemination of Sttjderft Financial* Aid In- 
a foi^ y ion * 

. Refommendation * ' 

■ : # • % 

The Study Group recommends that OE antf St^te and private non-profit 
guarantee agencies coordinate the establishment of a. student information' 
" resource system with f\\ lenders to insure that all students are directed to 
investigate their eligibility for various sources of |rant or lower-cost loan * 
aid prior to processings Guaranteed Student loan. A 

i x - 

i . ^Clark, p. 2. - ' . \ 

O ^ m - 
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In this regard, the Office of Education* and/or State and privaA non-profit 
guarantee agencies should provide each student load officeWvith infor- 
s a mation regarding the availability of and eligibility requirements for various 
other sources of student financial aid. 

Rationale 

. 

To assist the student in seeking SFA that best fits his or her financial need 
and educational goals, it is recommended that lenders be a source of infor- 
mation on SFA progTsaq^i This information should be prided by OE or the 
guarantee agency and in a ready and convenient ^rm for use by the 
lender. It could take the form of a pamphlet or fact sheet listing SFA 
programs and locations for' obtaining additional information. 

Although rfiany efforts.have been irutiatejd to inf orrtf parents and students of 
the availability of student financial aid, it seems that much more still needs 
to be done. Lenders qould assist this process if up-tx^date, useable infor- 
mation were available. This could be used by lenders* the same way that 
bank loan, officers advise customers about other sources of credit when the 
bank is unable to meet their nfeed at, that time. 

' H-E-7 ^ Listing 6f Active GSL? Lenders * - , * 

« 

Recommendat ion 
*~ 

The Study Group recommends that OE develop annually an updated list of 
active GSLP lenders to be provided to student financial aid administrators 
and guarantee agencies and to others upon request. 

. Rationale > 

Currently, there are approximately 19,000 eligible lenders under the GSL 
program. However^only about 1/6 pf them are actively participating. The 
result is that parentsCand students must expend considerable tirrie and effort 
in contacting a large number of banks on .the eligible list, only to learn ; that 
they have not made loans «for s6me time. 
r * 

Since OE maintains yearly lists of lender disbursements, the production of a 
list of participa^ would not be difficult. This information would not only 
be useful for thWe with immediate need for *a loan, but would also aid in 
planning for future needs. Fqjwfcample, if several years prior to their son's 
daughter's anticipated college enrollment, parents noted, that their bank 
was not listed ^ "participating," they mighr wish to /nove their accounts to 
another local pending institution which did provide a full range of services, 
including guaranteed student loans. The pressure brought to bear by such a 
disclosure might have the desirable effect of increasing bankers 1 awareness 
of the importance o£ making GSL available to their customers. 

126 A ' 



II-E-8 Student Borrower Counseling 
Recommendation 

The Study Group recommends ail -students receiving a loan should experience 
a mandatory counseling session with a iepding officer to discuss the nature 
of the student obligation and repayment responsibilities, 

Rationale „ 

One of the consistent thrusts of the Study Group has been to recommend, 
where possible, preventive action to address frauds abuse. Here is another 
point at which such is the case. Too gf ten abuse of federal SFA funds occurs 
because of a misunderstanding or lack of concise and direct information. 
For example, many student borrowers have complained that they were 
unaware of the financial obligations XhSt they undertook" when accepting a 
Guaranteed Student Loan, and other sjudents assumed Guaranteed Student fc 
Loans without intending to repay. Both oTTfrese types of situations could 
have been effectively addressed if the students had been required to par- 
ticipate in a counseling session with the loan officer. During such a session 
the loar\ officer could, have impressed upon the student the nature of his 
obligation and the consequences for the failure to meet this obligation. 
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F. Federal Student Financial Aid Payment Processes 



BACKGROUND AND ISSUES 



The Process 



Several means are currently us#ti to make payment of Federal funds to stu- 
dents, .educational institutions, and lendipg institutions. 

Payments to students under the BEOG pt ogram are, with relatively, few ex- 
ceptions, made through the student's educational institution, which receives 
its payments by means of the Departrr^Rtal .Federal Assistance Financing 
System (DFAFS). However; BEOG also /nakes payments directly to approxi- 
mately^ 8,000 students attending some. 750 institutions through the 
Alternative Disbursement System (ADS). ' 

Payments to institutions under the campus-based programs are also made 
through DFAFS, except for NDSL- ^OZ" loans from the Federal Government 
(needed for the one-ninth NDSL matching ^funds). These loan fpnds are paid 
directly to' institutions throug^th^ Offipfi of feducationFinance Divisionr 

•The final step in the administration of Federal SFA programs is the actual 
payment of funds to the individuals and organizations who have qualified to 
receive them. * These payments must be nbade in a manner which Is both 
timely and provides an auditable control &f funds. 

Four organizations are involved in the -Qf AFS process: 1) The program 
office (BEOG, C^-S, SEOG, NDSL) which determines and authorizes the 
amount of -funds r t© be awarded and paid to its institutional recipients; 2) the 
OE Finance Division which verifies* , -the existence of unobligated 
appropriated funds against which to charge the 'authorized awards and, in 
effect, approves the authorization; -3) the Federal'' Assistance Financing 
Branch (DFAFS jjnit), 7 the Office of Finance,* which acts as the paying agent; - 
and 4) the Treasury Department which prepares and mails checks to schools. 

Departmental Federal Assistance Financing System (DFAFS) 

. I • 

Most institutions -paid through DFAFS participate irf two or more HEW pro-, 
grams and have multiple grants, Approxirnately 3,000 schools receive total 
payments (for all awards) in excess of $250,000 annually and are allowed to 
,draw funds as needed to meet impending expenditures under a Letter of 
Credit arrangement through their commercial bank via, their Federal 
Reserve Bank. Many institutions make weekly draws, larger Institutions 
make them morjfcf requently. ^"*"-*> K 
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, Institutions which receive i«ss than $250,000 in, annual payments a*e paid 
• monthly, by Treasury check, upon submission of a monthly payment request 
to Federal Assistance Financing BrancfT*(DFAF5 unit). * The DFAFS unit 
provides ail institutions with a quarterly report listing each open grant and 
the amount awarded (payments authorized). % The institution is required to 
return the, quarterly report showing the total cash received and the cash 
* ; balance as of the <*t\d of the quarfer. Upon recefpt, the DFAFS unit 
forwards a copy of the report to the OE Finance Division and the^ program 
offices for their information and use* 

A serious concern with the DFAFS process is that it rarely verifies whether 
\ the expenditure information submitted in the quarterly report is accurate 
except as it is advised by an institutional audit or by program personnel. 
Such input is virtually nonexistent. Discrepancies, and even fraud, in 
management of the funds- can develop and go undetected for long periods. 

The DFAFS unit often encounters delays in being notified of current awards 
by OE, especially at the beginning of a semester when updated information 
^ is required. It is not uncommon for in educational institution to receive 
notification of an award in May or June from OE while the DFAFS unit does 
not receive notification until August or September. 'Thus, -some institutions 
requests are denied payment because the DFAFS unit* has received no 

.authority to make them. This also results in the time-consuming need to 
make special payments outside the^system's routine. Additionally, payments 
have sometimes been made to ineligible institutions and overpayments to 
those previously eligible because effective oversight of educational 
institutions and communication between program officials and the DFAFS 

omit, are lacking. 



Alternative Disbursement System 



While the great majority of funds mjder the Federal student financial assis- 
tance programs' are disbursed to institutions through tfle DFAFS process, 
approximately 8,000 students receive payments directly from the BEOG pro- 
gram. Students receiving these* direct payments attend* institutions which 
have' declined to compute and disburse £EOG awards; Most such 
institutions are hospital-associated, with the balance made up ot proprietary 
and vocational technology schools and a few major institutions such as 
^Brigham Young University. 

To receive payment under the BEOG alternative disbursement system, a 
student submits his or her stydent eligibility report (SER) together with a 
certification that he or she is enrolled and attending class (Form 304) to the 
BEOG application processing contractor. The^onjractor verifies the stu- 
dent's eligibility, computes the amount of the BEOG award, and forwards the 




infoi%iation to' the Office of Education which initiates payment directly to 
the sludent. The major shortcoming of the 'direct 'payment system is its 
vulnerability to abuse by students* who ^op out of school after submitting 
their certification of attendance. Virtually complete reliance must be 
placed on the inte|ri*y of the student to notify OE of his or her dropping out* 
^and to refund th& unearned payment. FromJthe students perspective, ct 
second shortcoming m the alternate disbursement system is the lateness of 
the payment, ' Delays may occur under the best , of circumstances, $nd 
delays .often occir as a result of_erroks in tlata on the submitted* 
certification (30^ forms). * " 

In summary, the overall payment process is complex; subject to serious de- 
lays, fraud and abuse; and needs substantial improvement, 

; COMMENDATIONS 
• • ■ - - 

Payment Processes 

II-F-1 Control of Payment of Funds 

U-F-2 Cash Utilization Verification 

II-F-3 jBEOG Alternative Disbursement System 

H-F-^ Payments to Students by Institutions (BEOG and SEOG Programs) 

■ II-F-1 Control of Payment of Funds 
Recommendation 

A. Controls should be established imme<fiately X \wrthin OE to assure that*' 
improper payments for campus-based and BEQG programs are not made 

— through the DFAFS system and that unused authorizations are deobligated 
in a timely manner. - 

B. .Controls should be established to assure that the cash draw and cash 

balances of educational institutions as reported by the DFAFS are re- 
conciled by OE to the authorizations approved on its records and the 
unobligated balances* reported by the institutions to OE. Differences 
should be investigated and corrected promptly. 

Rationale 

Payments to schools under the BEOG and campus-based programs are made 
through .the DFAFS. Numerous instances have been identified where payment 
authorizations were not furnished to the DFAFS in a timely manner and where 
OE cited an incorrect institutional code number, resulting in delays and neces- 
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sitating payment outside the automated system. Other instances have beer* 
identified where OE made awards to institutions after they closed or became 
ineligible and where payments were made to those institutions. It is 
uncommon for the DFAFS to learn of a closure only through the return of its 
mailed quarterly reports. Quarterly cash payment reports are furnished OE by 
the DFAFS, but these reports are not verified against reports submitted by the 
institutions to OE or against OE's records. It ha's been reported that unused 
authorizations are not deobligatecf by OE. The HEW Audit Agency attributes 
these conditions to 1) low priority given to the close-out and de-obligation of 
finds pcocess;, 2) ineffective coordination between the Central and Regional 
Office regarding institutional closings and loss of eligibility; 3) interface 
problems between OE f s accounting system and the DFAFS; and t) lack of clear 
guidelines for determining when loss of eligibility becomes effective. 



Suggestions for Implementation 



The OE should streamline its processing of award-payment authorizations to 
the DFAFS to: 4 ' 

1. Assure that unused payment authorizations are deobligated promptly, 
for example, within 60 days, 'after the close of the fiscal year for. 

r ^ which the funds were appropriated. 

2. Assure that award^ notices are routinely routed to the DFAFS iri 
sufficient time to "honor payment requests from institutions within 
the system rather than through a special, inefficient, manual process. 

3. Incorporate, and^xercise greater diligence and edit checks to prevent 
documents containing erroneous coding information flowing to the 

-DFAFS. . ' 5 

^. Exercise greater diligence in its oversight' of institutions in order to 
anticipate and/or identify closings. 

5. Establish a procedure to notify routinely the DFAFS of closures 
immediately upon their becoming known. 

6-,-Jteview and reconcile Fiscal Operations Reports and final BEOG 
\ RE£gJ^s reports with the DFAFS quarterly report of June 30 to verify 
reported institutional expenditures. 

7.. Make a careful and immediate review of total program activites in 
relation to the amount of funds drawn down. 



II-F-2 Cash Utilization Verification 



Recommendation 



The Study Group recommends that OE include verification of Cash 
Utilization Reports submitted by institutions to the DFAFS and OE against 
the accounting records of institutions as a normal part of on-site reviews. 

Rationale 

There^TFlSo practical way to verify the^feported need for and use made of 4 
cash draws by institutions except through periodic examination of their 
books of record. Bienniel audits are now required of institutions by 
Education Amendments of 1976 and an on-site verification of their c^sh 
balances should be included as one step in the total audit (also see 
recommendation I-D-6). 

iI-F,-3 BEOG Alternative Disbursement System 
Recommendation 



A. TWe need for the BEOG alternative disbursement system (ADS) should 
be reassessed. The reassessment should include consideration of the 
timely phase-out of the procedure. 

Br If the Alternative Disbursement System fsn^tained, requirements which 
have no real usefulness or purpose should be dropped and requirements 
which will give greater accountability of ixftds should be instituted, 

C. All institutions not under ADS should be compensated for their Costs in 
processing BEOG records. > " 

v > 
Rationale 

The ADS was devfelpped to make direct payments to students whose educa- 
tional institutions would not consent to act as paying agent on behalf of 
BEOG. Direct pawnents are currently being made to approximately 8,000 
students attending* 750 schools, the preponderance of which are run by 
hospitals or are proprietary. The BEOG student population of the individual 
institution is small. Hence there should be less burden on them than there 
is on other institutions which act as paying agents. It is not unreasonable 
then, that they act 'as paying agents as a condition of eligibility. Short of 
such requirement, these institutions should be requited to certify the class 
attendance and good standing of BEOG students either\hrough endorsement 
of student payment checks or periodic. (for example, momhly or quarterly) 
formal reports. Requirements such as .the making of checks to an address 
other than that of the of the institution are not effective deterrents to fraud 
or abuse and should be rescinded. The lack of an administrative expense 
allowance may be a factor in encouraging the use of ttje Alternative 
Disbursement System. Recommendations relating? to administrative 
expense allowances are contained in recppyrnendation III-C-16. ^ 
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The currem ADS isrot a satisf actofy-^iternative in many cases and does not 
adequately serve the student. It contains .built-in j delays and sources of 
frustration/ Because of th$ problems in the syst«m,iOE has been reluctant 
to implement ,it even in cases of institutional fraM.and a^ase^ since the 
student will not be served properly [ 

\ 

H-F-4 Payments to Students by Institutions (BEOG jand SEOG Programs) 
Recommendation 

Payments of aid to students shoufld reasonably relate to their expenses over 
the period of attendance, and be conditioned upon their continued good 
standing (satisfactory progress). Cash draw downs by institutions from the 
DFAFS System should ref lea the actual student payments. 

Rationale , 9 

Periodic payments to students conditioned on actual need and satisfactory 
progress during the academic term * will provide one more deterrent to 
student abuse s>i student financial aid without the , imposition of an 
unreasonable burden either upon students or their educational institutions. 
It will also allow better control of Federal funds and defer the payment of 
Federal cash outlays until actually needed by the student/institution. 
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Chapter III ? 
PROGRAM MANAGEMENT AND INTEGRITY 

Introduction 0 

The third and final major area of study undertakeh by the Study Group 
concerns OE f s management* of the Federal student assistance programs 
and the nature and quality of the management support which OE gives to 
the other parties in the process. The jntegrity of the programs ultimately 
depends upon how soundly they are mtrtaged. , 

The management of these programs has beeh xlif f icult for -many of the 
reasons discussed earlier in this report including rapid growth, changing 
congressional requirements and expectations, and chronic understaffing. 
Unfortunately, this has resulted in managerial problems which have 
contributed to inefficiencies, inequities, abuse, aftd fraud. Chapter III 
addresses these problems in four major sections f r . - 

The # first (Section B) concerns a group of issues relating to organization 
and staffing of the offices which administer thfe programs* These issues 
include organizational structure, staffing levels and qualifications, and the 
division of responsibilities between the OE Central Office and Regional 
* Offices. 

The second (Section C) includes issues relating toOE's management of the 
programs, including management information, computer utilization, 
personnel management, financial and program reporting, and the timely 
issuance of program manuals and regulations. 

The third (Section D) discusses issues relating to the training required by 
school ahd lender personnel in student financial aid statutes, regulation^! 
and prdcedures. \^ 

Finally^ ^Section T:) addresses issues that are specifically aimed at assuring 
the operational integrity of the student financial aid programs: on-site 
reviews of school and lender operations; implementation of procedures to 
limit, suspend and terminate institutions; and the collection of defaulted 
loans.. 
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B. Organization and Staffing 
BACKGROUND AND ISSUES 



' Central Washington Office 

* a * 

In a period of slightly Jess than two decades since the enactment of th* 
iNDSL program in * 1958, OE has undergone repeated changes in its 
organizational structure. These changes were designed to accommodate 
the enactment of new' student financial assistance programs and changes 
in existing programs, and to respond to emerging problems in program 
^management. , . 

The most recent change occurred on March 9, 1977, when HEW Secretary 
Joseph A. Califano announced a major reorganization bf*the Department. 
A new administrative unit, the Bureau of Student Financial Assistance* 
was created within OE. The new Bureau has responsibility for the GSL 
program fqr.merly <S3rTrinistered in the OE Office of Management as well 
• as for the five programs (BEOG, SEOG, NDSL", CW-S, and SSIG) previously 
administered in the OE Bureau of Postsecondary Education. In addition, 
responsibility for the new Health Professions Guaranteed Student Loan 
Program (Federal Program of Insured Loans to Graduate Students in 
Health Professions Schools) was reassigned from the Health Resources 
Administration of the Public Health Service to .the new Bureau. 
Therefore, seven major HEW student financial assistance, programs are 
now consolidated and elevated to bureau rank. ^ 

One of the Secretary's major reasons for this action was to increase 
efficiency and strengthen the Department's efforts to combat fraud, and 
abuse in the programs. But, the reorganization also recognizes ' the 
magnitude of the Federal Government's commitment to student financial 
assistance for postsecondary education* 

The March 9, 1977, reorganizatiwt^ook a major step-in addressing the 
.problem of di^kfed^ responsibility, the Secretary's action establishing the 
Bureau of Student 'Financial Assistance was entirely consistent with the 
findings of Ithe Study Group that the diyision of responsibility had 
contributed t&J some of the administrative problems in the programs. 
However, the Study Group ajso believes that the March 9 reorganization 
will^APt be sufficient to strengthen the administration pf the student 
^^^^^d^ograms and that significant changes from past 
ArganizationaTsffiictures and management practices must be made in 
'organizing the new Bureau. 

\ 
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Of equal importance to placing all student aid programs in .one new bureau 
is 'the proposed functional approach which the Stu<3y Groupbelieves should 
be used in managing the program^ Under the former and current 
organizations, each individual program was and is structurally 
autonomous. Each has its own staff of analysts, -computer systems 
specialists, audit resolution personnel, etc. Issues in student financial aid 
usually are viewed autonomously from the„ perspective of individual 
programs and seldom from the perspective of how well the programs 
interact with one another and are meeting national need. The 
compartmental organisational approach fosters the growth of different 
program regulation definitions, the duplication of program effort, the lack 
of flexibility in meeting peak workloads, higher than necessary staff costs, 
and complicates the sharing of hardware*-and human resources, and the 
coordination of program or legislative "strategy. 

The administrative separation of the various programs has impacted most 
significantly on the financial aid administrator at educational institutions 
and on the student consumers of f these programs, -The student aid 
administrator is required to submit .periodic reports to each of the 
separate administrative units, receives audits initiated separately by each 
of the units, and* receives separate, and sbmetime N s conflicting, 
regulations, guidelines, and policy* announcements from each of the 
separate programs. Students are required to contend with unnecessary 
inconsistencies in eligibility requirements and With overlapping request^ 

* for information. 

** ♦ 

These problems will not be -overcome if the internal organization of the 
new Bureau continues the present pattern of separate offices 
administering each program, The Study Group believes that the 
organization of the student financial aid programs along functional lines 
will itself significantly improve the present situation and will permit the 
introduction of better controls and checks in the day- tbnday operation of 
the programs. 

* 

Regional Roles • ' * 

The Regi<5nal*Offices and Central Office do not work now as a coordinated 
whole. Each appears to have little confidence in the other. Central 
Office staff contend that the Regional Offices set their own priorities and 
that those priorities are not those of the Central Office. The Regional 
Offices, orr the other hand, assert that the Central Office does not 
appreciate the constraints and sometimes conflicting needs of the field 
and that the policies it issues are too often outdated or non-applicable. 
The Regional Offices further state that the Central Office is either 
unresponsive or slow in answering when guidance is sought. They complain 
, they cannot carry out their mission properly because they lack authority 
to truly control the work required by their mission. Both positions, 
undoubtedly have some validity. However, the fundamental problem is the 
void created by the absence of a clear, viable, specific policy on the roles 
and authorities of eaph. 
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- Tfte role of the Regional Offices is described in three recent documents. 
However, they are sufficiently ambiguous as to'raise serious questions in. 
the minds of Regional and Central Office staff as to who is really 
responsible for what. 

The Study Group is aware that a study of th^ Regional Offices is 
1 currently underway at HEW. It anticipates that thh study could lead to 
^changes in the number of Regional Offices, their geographical location, 
and their overall role in -"the - administration of HEW pVogr^ms. Any of 
these matters could" significantly influence decisions or* the specific SFA 
functions which the Regional Offices might "best.be suited fo carry out. 
^However, regardless of the role, the Study Group strohg4yJ>£lieves that 
, ^mbiguity about roles must be removed and that clear heirarchial lines 
ripust be established. 1 \ 



Staffing 



/ 



Recent increases in staffing for the student financial a,id programs have 
occurred in the BEOG program, the GSL program,- and the campus-based 
programs. Despite some recent increases, the level of staffing in the 
SFA programs has continuallj^lagged behind the growth in workload. 

The Bureau of Postsecondary Education has long contended that 'the 
staffing provided for the student financial aid programs has been 
inadequate to the job. This contention may be true, especially in the 
GSL program. However, OE's use of staff has been at least debatable. 
Organization of the staff along program lines 'has led to duplication in 
essentially common work activities. .The need to establish internal 
coordinating groups h as furt her strained already overloaded managers. 
Furthermore, from the evidence available to the Study Group, the 
coordinating groups have been largely ineffective. OE's failure, to think 
out and clearly define the respective roles of its Central Office and 
Regional staff and explicitly set out the authorities and responsibilities 
of each has had an obvious impact on productivity and the effective use 
of staff time. Large amounts of staff effort are- being demoted to 
performing work of questionable benefit. 

* • . 

One example of an activity requiring an extraordinary amount of staff 
effort is the panel review process described in the previous chapter. 
Central Office staff, Regional staff, and institutional representatives 



"A General Description of the Mission of the Regional Offices," * ■ 
signed by the Commissioner of E d u c a t i on on- June i, 1975; a memorandum 
on "Reporting Relationships Among Headquarters and Regional Office 

Staff," signed by the Commissioner on June 2, 1975; and an organizational^ 

statement. published in the Federal Register on AugUst-27, 1976. 
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spend an inordinate amount *of time preparing for and serving on review 
panefs. There is, and has been, widespread agreement that the process is 
not only ineffective in .accomplishing its purpose (i.e., f the equitabje 
allotment of available fUnds to schools based on need), 'but tha\ it has 
been troubled by extreme grantsmanship. The-BEOG progress report and 
student validation report processes also consume inordinate staff time. 
In general, the processes are not effective and are plagued with errors 
and delays, 

OE'8 projection of staffing needs is predicated on each of its programs 
functioning independently of the other. Thus both the Division of Basic 
and State Student Grants and the Division of Student ^Financial Aid 
requested separate staffs to process audit* reports received on 
institutions even though both Divisions deal with essentially the same 
institutions and even though the audit findings on any given* institution * 
will most likely apply equally to both. Similarly, they have each 
requested staff (as have the Regional Offices) to provide training and to 
conduct more adequate compliance reviews. In like manner, a separate 
staff has been requested for collecting defaulted NDSL loans without 
seriously exploring whether this important activity could be mo|^ 
efficiently carried out through th* regional network beingset up by the 
Office of Guaranteed Student Loans/ v 

The student financial aid programs are largely process-oriented 
operations with much similarity and commonality. Accordingly, it should 
be relatively easy to measure work output and to ^t down and monitor, 
realistic performance standards. The Office of~GSL has begun to set 
standards |f or its Regional* claims collectors and to require status reports 
from the t pi. Aside from this noteworthy start, however, little of 
substance 7 has been accomplished. Without standards and the means of 
measuring performance against them, projections of true staffing needs 
is a highly subjective, undisciplined exercise not subject to verification- 
As a result, higher level management is precluded from pnaking rational 
judgments on priorities and alternatives.* 

\ - *- 

The similarity of activities among the SFA programs would lead one to^ 
anticipate a high degree of commonality in job descriptions and grade, 
structure across the programs and across Regions. That^is not the case. 
Part of the dissimilarity results 'no doubt from the. different 
organizational structures of the Division of Basic and State Student 1 
Grants, the Division of Student Financial Aid, and the Office of 
Guaranteed Student Loans. Even so, the job descriptions and the grade 
structure of these areas, individually and in comparison with each cither, 
appear to be illogical. 
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In- spite of OE's many statements on .the understaffing of the BSFA., • 
vacant positions have not been filled iiTa timely manner. Indeed, as of 
December. 31', 1976, BEp<j had, tilled. none of the 407 new positions 
authorized for FY 1977.*. While the exact reasons for the delay in filling % 
vacancies was beyond the capability of the-Study Group to determine, it 
appears tha^ a lack of' coordination and cooperation between the SFA 
program offices, the bureau of Postsecondary Education, -and' OE's • 
Personnel and Training Division'wae a major factor. " , 



RECOMMENDATIONS 



Organizalfon and Staffing 
III-B-1 Organization Structure 



UI-B-2 Combining the Health Professions Guaranteed Student Loan 

y Program and the Guaranteed Student Loan Program 

IH-B*3 Personnel Management ♦ f 

1 ' < f 



Hl-B-1 Organization Structure 
Recommendation * , ' 

A. Central Wash ington Office 

i- ~~ ; 

\* 1. All six student financial aid programs shouW Be consolidated into 
* a single administrative unit. 

2. The single administrative unit for SFA programs, because of 'it^ 
size and responsibility, ^shoyld be placed ift the hierarchy of theSR 
Office of Education at an appropriate leveL to facilitate its 
operation. Under the, currenf OE organizational structure, this 
requires placement at the Bureau level. 

3. The administrative unit should be ort^inized along^uh£tiJ|ti lines 
rather -than £long program lines as described in the following 

, Section: "Suggestions' for Implementation of u the b Functional 
^ Organization. 11 The functional divisions should provide for such 
a/eas as policies afod procedures^ management, evaluation and 
plannH%, certification.^and compliance, program operations, and 
data systems and managSftent.* The functional divisions should be 
established, to -serve common responsibilities acrossprogram lines 
to avoid duplication of efforts, to enhance efficiency of 
operations, ^ and to prevent \the nee*i for majot reorganimtion in 
the future iivthe ejjent of a change* in Federal support %r these 
programs; 9r * ^ 



Separate units should be established within an Operations Division 
to perform the operations activities 1) of the loan programs and 2) 
of the grant and College Work -Study programs. 

5. The Division of Eligibility and Agency 'Evaluation should remain 
apart from the SFA organization. This Division should continue to 
be responsible for appnwing accrediting agencies and for 
determining the basic eligibility of educational institutions. 
However, a separate certification division should be established 

— within the; -Bureau- -of — SFA — to- authorize- afv- institution 1 ^ 
participation in 'the SFA programs. 

Regional Offices 4 ^ : v \ 

1. The organisational structure of the Regional Offices' should be 
compatible " with the Central Off ice. to facilitate and promote 
student financial assistance activities in those areas where th,ey 
have delegated authority or have been assigned administrative 

1 responsibilities. 

2* The delegated authorities and responsibilities of tfie Regional 
Offices and the Central Office must be clearly set. forth. The 
Organizational structure of the Regional Offices must reflect and 
'support those activities and responsibilities. 

3. Standees? policies and procedures must be established for Regional 
Office operations to insure consistent and unifofln practices 
between the various Regional offices. 

Staffing * . 

1. Numbers of employees ' ^ 

Staffing patterns need to be adequate to assure proper control 
throughout the process, to provide 'support' for. operating programs 
in accordance with legislate intent, and to service those 
individuals and institutions which are participants in the programs. 

2. Qualifications * 

* The operation of these programs requires meeting heavy 
.management $nd fiscal responsibilities. Position (job) desqjrlptions 
/ mtist cleady be related to these types of responsibilities; e.g., 
, * audits, t^hnical assistance, and site review^ Background as an 
educatorjs not the only qualification for filling these positions. 
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Rationale 

The current organizational structure of the SFA programs is a major 
contributor to duplication and to the lack of managerial oversight and 
control. Little reform is possible without the reorganization of these 
'programs along Junctional lines. 



Because xtfjthe special "nature oTIRIs" recommendation, the following ^ 
specific suggestions for implementation are made. 



Suggestions for Implementation of theVunctional Organization 



The functional divisions recommended above should provide for such 
areas as development and dissemination of policies and procedures, 
certification and compliance, .program operations, data systems 
management, and management evaluation and planning. 

An organization cLrt (Figure l.See Page 1*2) depicts the Study Group's 
recommendation for a functional organization. • < A description of the 
functions shown * the chart and organizational alternative which seem' 
viable to the Study Group follow: - . 



Eligibility Unl 



Basic eligibility can be defined as the process through 
which an educational institution is^determined to be 
academically qualified to participate in Federal 
programs. Responsibility for basic . eligibility 
decisions (i.e., accrediting agency approvals and 
institution^ approvals) currently rests with the 
Division o*%igibility and Agency Evaluation (DEAE) 
in the Bureau of Higher and Continuing Education 
(BHCE). The Study Group believes that this function 
could remain with the BHCE in recognition of the 
fact that determinations made by DEAE have been 
utilized by HEW's priheipal operating components and 
other "Federal departments^ and agencies- in making 
eligibility decisions for programs other than SFA. 



Certification 
* and Compliance 
' Unit -- 



The certification and compliance functions can be 
defined as the process through which an eligible* 
school, or lender is determined .to possess certain 
stipulated financial and management prerequisites 



PROPOSED FUNCTIONAL ORGANIZATION OF * 
THE BUREAU OF STUDENT FINANCIAL ASSISTANCE 



/I 



V 



COMMISSIONER 
OF EDUCATION 



;fitfft€AyOffrfHGHtft AND 
CONTfNUING EDUCATION 




T^NANCIAL ASSISTANCE 



LIMIT, SUSPEND, 
&, TERMINATE 
APPEALS v < 



BASIC 

ELIGIBILITY 



CERTIFICATION 
AND 

COMPUANCE 



— Agency Approval 

— institutional Approval 



— Cert rficat ion *- 

— Compliance 



* Includes Limit, Suspend, and Terminate (L.S. & T) Coordination 
and Control % 
••National Direct Student Loam. Guaranteed Student Loans 
(Including the National Health Professions federally Insured 
Loan Program) 

•••State Student Incentive Grant Program, Supplemental Edu- 
cational Opportunity Grant Piogram. Basic Educational 
Opportunity Grant Program, College toork-Study Program 
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MANAGEMENT 
EVALUATION 
AND PLANNING 



— Evaluation* 

— Planning 

— Statistics & Reports 



LOANS* 



POtlCIES 
AND 

PROCEDURES 



DATA SYSTEMS 
MANAGEMENT 



Regulations 
Manuals/ Handbooks 

Public Information 

Training & Technical 
Assistance , 



Management Information 

— Systems 

— Computer Operations, 



PROGRAM 
OPERATIONS 



GRANTS* 



M ND£L Application Review 
& Award 

— Loan Accounting 

— Collection 

— Claim Examination 



Application Review 
& Award 

" Grant Accounting 



and is thus certified or authorized to participate and 
continue to participate in student aid, programs. This 
function, like the eligibility function, might be 
located outside the* BSFA since its determinations 
will probably also be used by HEW and other Federal 
programs besides SF A. However, the Study Group 
strongly believes that it should be part of the BSFA. 
The certification function^ requires decisionmaking on 
the financial and managerial capabilities of 
educational 4nstitutfons as opposed to their, academic 
capabilities. It also covers lenders and educational 
institutions participating as lenders, BEAE staff are 
not qualified to make such assessments. Although^ 
qualified staff could be assigned to the Division, the 
'Study Group believes such staff could be more 
effectively utilized as, part of BSFA. Additionally, 
the Study Group believes separation of the two 
functions would provide a needed organizational 
check and balance. Finally, the certification 
function is critical to protection against institutional 
mismanagement, abuse, and fraud.- Accordingly, it 
should be ^prgaoiz^tionallys placed sa that . 1) its 
actions can be closely monitored, 2) its decisions can 
be made with dispatch, and 3) it . can be -highly 
responsive to the needs of the other segments of 'the 
BSFA. 

The Study Group suggests that the organization 
responsible for the certification and compliance 
function consist of two units. The certification unit 
would be responsible for decisions on whether a 
school or lender is authorized to participate in SFA 
programs; ij should also be the focal point for 
suspend, limit, and termination actions. The 
compliance or investigation unit would be responsible 
for' the direction and coordination of the on-site 
review of schools and lenders to assure their 
compliance with program policies qpd regulations and 
to assess their financial and manai||ement operations. 

Th^ resolution of audit findings is closely related, to 
.the certification and compliance function. The Study 
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Group recommends that responsibility for direction of 
this activity be placed in the compliance unit in the 
Central Office. The actual processing and resolution 
of audit reports could be peformed either, at the- 
Central Office or in the Regional Offices. 

The former would provide another check and balance 
over regional activities, the latter would allow some 
economies in staffing and perhaps closer surveillance 
of educational institutions and lenders as they move 
to correct deficiencies' identified as, a result of an 
audit. Tfye activity might also be pla$^d in a separate 
organization apart from the - ce^ficatiprT >frri<r 
compliance unit thus gWing it even greater 
independence. 



Evaluation is the process through which program 
effectiveness is assessed and alternatives developed 
for the consideration of management. It includes 
long-range program assessments, mafbr policy" i&ue 
analyses, impact studies, comparative studies, 

research, etc. The-evaiuation function might well be 
performed outside the BSFA within the Office of 
Planning, or it might be performed by an organization 
within BSFA. Setting the function outside and 
independent of BSFA might give greater credibility to 
its studies and conclusions. Setting it within BSFA 
would probably result in greater emphasis on, or at 

• least a more direct approach to, SFA programs. ■ v < 

Planning is the process through which resource needs 
and strategies for organization and program changes 
are determined and presented to management. 
; Planning also encompasses determining the data 
required for managing, the means and frequency of 
collecting it, the means and frequency of presenting 
it at the appropriate level of management, etc 

The Study Group recommends that the planning 
function be performed by the BSFA. Should HEW 



choose to locate the evaluation function within BSFA, * 
we suggest that it and the planning function be in the 
same unit. 



The process through which program rules are 
established includes the formulation, clearance, and 
distribution of regulations, policies, and procedures. 
These are directed at two groups: f i) educational in- 
stitutions, lenders and other organizations, and 2) 
internal operational units within HEW-OE. .This 
function also encompasses the iormulation and 
publication of booklets, brochures, m manuals, 
handbooks, "Dear Colleague" letters, and other 
publications supplementing or intended to represent 
official HEWtOE policies and procedures, 

^ * ~~ 

The failure of the Bureau of Postsecondary Education 
to issue timely, comprehensive, and clear .regualtions 
and policies 7 Is a major reason for the program's past 
* admieistrative problems, , 

It is critical that the policies and procedure unit 
function efficiently, therefore, the Study Group 
recommends that tt%s function be centralized under 
the immediate direction of the head of the BSFA and 
that priority be given to adequately staffing it with 
highly competent personnel, (See III-C-9) 

The problem in issuing timely and comprehensive 
regulations and policies occurs, apparently not only in 
BSFA, but throughout OE. HEW may therefore want 
to consider whether , the regulation and policy 
function for SFA and all other OE programs should be 
^centralized in an organization reporting directly to 
^tbe^Commissioner. 

\ 

Training, technical assistance, and public informatfifcn 
are key aspects of the policies and procedures 
function. Training should be made available to HEW- 
OE personnel student financial aid administrators 
and business officers at postsecondary institutions, 
high school counselors, lenders and Statfl officials 
concerned with student aid, etc. 
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Technical assistance is ; the rendering of expert 
counsel or aid to Schools and lenders in preventing or 
correcting an institutional, deficiency or improving an 
^ s institutional practice or process. Technical 
assistance has many facets ranging from' instructions 
about providing appropriate packaging of available 
student aid iunds to fit the particular needs 1 of a 
student ^or group of students, to the design of a 
stud€ht financial aid office,' and to the improvement 
of a grant or loan accounting system. 

\ 

Public information is the process through which the 
public, particularly students, parents, and high school 

' counselors, are made knowledgeable about the 
availability of student aid and the -procedures for 

^obtaining it. ' The $tudy Group recommends that 
training, technical assistance $nd public information 
: " functions should be assigned to the unit responsible 

for the development and dissemination of policies and 
procedures. Most training i;s aimed at the 
- dissemination : an£ Clarification of rules ind 
procedures; herice, there is much to favor the 

. over sight or. presen tation of training programs by the 
office responsible for and, presumably, most 
knowledgeable about such rules and regulations.' 
There is a second important advantage: those who 
make rules and regulations will gain firsthand 
knowledge of the effects of their products on 
educational institutions, lenders, and States. 

The Study Group envisions a major role for the. 
Regional Offices in presenting the training sessions, 
and a Coordinating role in the development' and 
sclradGfing of training activities. The varied nature 
% ' of ^xhe counsel and assistance which might be provided 
educational institutions and lenders under the rubric 
of technical assistance will require them to draw 
upon the expertise of various units of the BSFA from, 
both the Central Office and the Regional pffices. 

Data Systems 

Management m 
Unit — Literally millions of dements ranging from 

application forms, awards notices, payment notices, . 

etc., are received and issued - annually by BSFA. 
. Therefore, the coordinated, effective use of ADP is 

critical to the management of the SFA programs. 
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Currently the GSL, BEOG, SSIG, and campus-based 
programs design and operate their own ADP systems 
independently of each-other^ tfith little if any 
coordination or monitoring. ■ ; 

The^Study Group believes the importance of ADP to. 
the SFA system demands organizational oversights 
and recommends an organizational unit be established 
within BSFA to coordinate the ADP operations and 
the design of management information 'systems. 

' The operations function ' includes the processes 
through which the delivery of student financial aid 
are accomplished and mighiwnclude the collection of 
data required for evaluaticfri and planning. For the 
GSL program, the process includes the identification 
of lending institutions and their borrowers, the 
recording and verification of . loans, payment of 
interest and subsidies, payment of default claims,* 
collection of defaulted loans, from borrowers, 
development of lender-borrower histories, recommen- 
dations to limit, suspend, and terminate, etc. The 
NDSL progranv includes some of the above tasks as 
well as the allotment and reallotment of funds and 
notification of awards. 

For the SEOG and CW-S programs the operations 
process includes receipt and review of institutional 
applications; notification of awardsjf allotment and 
reallocation of funds; and the reconciliation of cash 
and a>*ard reports. The^BJiOG program includes the 
receipt of student applications and frequent 
correspondence with institutions, as well as the 
reconciliation of cash and award reports. * 

The Study Group believes the GSL and NDSL 
programs have common processes even though they 
typically do not deal with the same Renders* 
Similarity, the processes fpr the BEOG and campus- 
based programs have (or should have) common 
elements and need to be better coordinated. 
Accordingly, the Study Group recommends that a 
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single |oan operations unit be established for the GSL 
and NDSL prpgrams and a single grant operations ufiit 
s : be established for the B^QG, SEOG, SSIG, and CW-S 
programs. Certain activities of the 1 operations - 
function may best be performed at the Central Off ice 
• and others at the Regional Offices. 

The Role of 

the Regional ^ 
Offices — . , The -Study Group has recommended that the responsi- 
bility and authority of the Regional Offices be clarified. 

.Th&JSludy Group believes that the following activities 
might well be performed by the Regional Offices; 

1. Conducting on-site reviews of * participating 
institutional, .financial, and program reviews 
supplemental to the bienniel audits required by the 
Education Amendments of 1976 and the audits 
scheduled by the Office of the Inspector General 
(OIG) (See Chapter III, Section E). To the extent . 
that supplemental reviews are necessary they 
could be' performed by * Regional- 'staff in 
accordance with review guides established by the 
BSFA andfclG. 

2. Scheduling on-site reviews^ with educational 
institutions, lenders, and State 'agencies. 

3. Processing and resolving audit reports. 

4. Conducting training sessions for institutional 
personnel. # 

5. * Providing^efSanded input into the regulations and 

policy development process. 

6. Providing a communication link with Federal and 
State agencies. 

* 

7. Acting as liaison with institutional and SFA 
associations. 

8. Serving asa primary local resource of information, 
and assistance for communication, with .students, 
schools, and lenders. 
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III-B-2 Combining the Federal Program of Insured Loans to Graduate 
Students in Health Professions Schools and the Guaranteed 
Student Loan Program 

Recommendation 

The Study Group recommends that the Federal program of Insured Loans 
to Graduate Students in Health Professions be^ integrated into and 
administered by the single Bureau level administrative unit recommended 
in III-B-1. 

Rationale 

The'Na tional HeaRfrPr bfessiohs'Federatl ylrrsured Loan P r og r am - is- sirftila^- 
in nrteny important respects to the Guaranteed Student Loan Program. It 
is botfv desirable and logical that the program be administered by the same 
organizational enttty. The functional structure recommended by the 
Study Group makes integration fully feasible. 

III-B-3 Personnel Managen^nt 

5 » 

Recommendation * * 

The Study Group recommends that: 

(1) The job desertions of the SFA 'staff at the Central Office and 
in the Regional Offices be revised to describe more accurately 
* the % duties actually performed and that common job descriptions 
be written for like duties regardless of where organizationally^ 
those duties are performed. ^ * 

<2) That the , grade structure - of the SFA organization be made 
compatible with the responsibilities of the position and the 
work performed in that position regardless of where 
organizationally, the work is performed. 

* (3) Work standards or criteria be established to assess the 
* perf or/nance of SFA staff and for use in determining staffing 
requirements. 

y • 
(*) OE expedite the staffing of the Bureau of Student Financial 

Assistance. 

Rationale ) 

— ■ * J I 

j 

There is much similarity in many of the activities performed under >the 
SFA programs, and the work of tljpse performing them. The current job 



descriptions and grade structure do not reflect- that similarity. • 
Authorized job vacancies have not Seen filled despite OE's contention that 
it lacks adequate staffing in the SFA programs. Part of the reason 
appears to be a failure" of communication and cooperation between OE 
personnel and SFA offices. 
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C. Management * ! , ## 

BACKGROUND AND ISSUES 1 

In a broad sense this entire report concerns the management of the 
^ptudent financial aid * programs. However, this section specifically 
considers the internal operations of the Office of Education c^nd'the 
operations of other \ organizations involved in SFA* especially the 
educational institutions. • • 

* » 

~y Internal Controls and Separation of Duties 

4 ♦ ..." ' - 

The quality of management is largely determined by both the extent and 
manner of how duties are separated and how controls are established. A 
system of management checks and balances is a particularly important 
aspect of the separation of duties and internal controls. Management 
controls are the meal* through which work can be processed in an orderly 
fashion, bottlenecks anfc low performance qpn be quickly identified and 
resolved, and the work performance of an organization can be routinely 
monitored and kept oq schedule. Appropriate controls encourage positive 
competition and cooperatioo ampng involved organizations. ^ 

The internal controls of the student financial aid programs are seriously 
flawed or nonexistent. The Study Group believes that the Office of 
Education appears to have failed to recognize these problems and has 
responded inadequately even when specific instances are^broght to its 
attention by the General Accounting Office (GAO) 2 or the HEW Audit 
Agency (HEW-AA). When such problems are identified, OE tends to deal 
only with the specific problem and "fails to address those that affect other ■ 
parts of the system.- For example, HEW-AA cited the GSL collection 
program for lack of rudimentary controls in almost every region in 1975. 
Recently, the Study Group found essentially the* same deficiencies in the 
current operation. of the NDSL programs by the Central Office. 



'Management Information and Data Collection 

Effective management is -predicted on the availability of ap-to-date 
reports ^hd information which not'only outline- cur refft activities but also 
project ev*ts. Several reports on activities in the student financial aid 
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U.S. G.A.O. Report to the Congress by the Comptroller. General 
Qt the U.S. .Examination of Financial Operations for Fiscal Year 1975. 
February 10, 1977. N 
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^programs are • current .available to'officials in the Bureau of Student 
Financial Assistance*, and to managers at* other levels of the Office- of 
Education and the Department of Health) Education, and Welfare. How- 
ever, the Study Group believes that theSe reports are generally inadequate 

-a$ a basis for informed decisionmaking. The -'available^ information and 
reporting systems have developed on ah „a<J hoc, uncoordinated basis 
without a comprehensive consideration of what information is actually 
needed by decisionmakers at various organizational levels wi|hin HEW. 

/The Study Group believes fh&t OE needs X6 assess Carefully its information 
needi, considering the differential needs of • managers with various 
responsibilities, and then to design a system which meets^hose needs. 

The* Group is' also concerned with |the 'uncoordinated data collection 
practices of the SFA prograpns and tAe burden such practices impose' on 
educational institutions artt^ lenders ^-Each SF^program requires 
institutions to c6mpile anct'subnrtit s*arately com^able information. 
Additionally* much v of the data collected are not used by, the Office of 
Education or are of questionable quality. For example, both the BEOG 
<-and~the campus-based program collect essentially the same student- 
population data, The campus-based, tripartite application requires 
submission of 15 pages of data most of which are unverifiable and'some of 
which are of questionable validity. Although institutions should 4 continu$* ff 
to "be required to collect data which servej^Valid Federal need, they 
.should not be asked to continue to p^y<ie^data wh^gh serve no useful 
purpose or are duplicatiifiLwhere accuracy^ is questionable, and; the data 
are not validated, . 9r ^ 



Utflization and Procurement of AD> 



ADP is vital to hoy well the student financial .aid programs can be 
Administered. Resourcfe art* time constraints preciucterf^he Study Group 

^from delving intft this area ; |o the depth which/would be desirable. 
Nevertheless, the Group is deeply .concerned about, and urges HEW to 

t undertake a fullscale review of ± all student financial aid ADP operations. 

^The Stifcy Group is" also concerned over^the continued propriety of the 
long-term contracting for major ADP systewos. Contractor services are 
obtained far virtually all ADP services used by the student financial aid 
programs, systenu are comprehensive and the dollar values . of the 

contracts are large, without question, contracting was the only realistic 
course of action operc to OE officials initially. ' fyfe Federal 'policy on 
computer utilization in OMB Circular A-76 greatly encourages developing 

, ^rvhouse ADP system capabilities* 5tiJl ? the facilities, staffing, and 



expertise which have been developed by the current contractors as a 
consequence of their initial selection, is scfgreat as to present the danger 
of D foreclosing the n possibility of competitive proposals t from other 
potential contractors for future procurements. 

The Study Group has a related concern abolit the integrity of the procure- 
ment process. for /^DP services.* The Groufp's "concern is best reflected in 
the findiflfes of an HEW study on the GSL successor system issued in 
Janu,a*y 1977.3 The. study concluded that the "management control 
techniques u$ed in fh^ contracted effort were not sufficient to protect the 
department." In addition, it noted the lack of "alternative means of* 
lowering the cost of operating the computer hardware for the system.... 
documented management and financial controls, a task-oriented work 
structurWassociated with specific end-products, audit trails withiij the 
contractor's, accounting system, and assurances of tKe transportability of 
systems developed by contractors'." ~ 

The HEW'stU^y recommended that "no future effort of this scale should be 
undertaken without specific recognition and implementation of 
management and fiscal controls; Based on* the findings cited, the Study 
Group believes that extraordinary contfols are justified to assure the 
integrity of th^ contracting for major ADP support systems. 



Information for Institutional Administrators 

The management of Federal ~\t*dent financial aid programs at the 
institutional level has been hindered by irregular and infreguent issuance 
of interpretive materials— rules,' regulations, and handbooks; by failure of' 
the Office of Education to guide the institutional administrators in 
performing their roles; and by infrequent HEW program, audits. In 
addition. ' the programs suffer from inconsistency and lack of 
a<$counKtbility. Improved management in these ^gas would result in more 
efficient (feliverV of funds to studenis, and also would serve as a deterrent 
to fraud and abuse. 



3 * 
s U,5* Department of Health, ^Education, and Welfare. Office of the 

Assistant Secretary for'Managenrfent and Administration/ "Report on the 

Status of 'the Guaranteed Student Loan Program SOctessor System." 

January, 1977. (Typewritten) 
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A clear ^atemeaf of the na'tional- purposes to Jbe served by Federal 
financial aid^programs ahd tg^Jelineation of specific goals and purposes' 
to be achieved by thetfe fff^ams are essential to good management 
practices at the local\evel. ' 

It is important that, rules and regulations are explicit ^ncJ consistent within 
each program and also compatible with other Federal programs. At 
present each program office may develop its own rules and regulations. 
This decentralization of authority to develop and promulgate regulations 
has resulted 'in conflicting terminology and' incongruent demands being 
TOtttfed upon the financial aid administrator. 

« •.• 

Furthernnje, in the day to day operations of trfe-SFA programs, there too 
often is b lack of clear policy, conflicting policies* or conflicting 
interpretations of policy. Institutional administrators, as well as Regional 
Office personnel, can search fQr a Central Office opinion which most 
closely approximates their desired course of action.* 

S ' ■ * 

Payment of Allowance to Schools for Administrative Costs 



The ability and„ the willingness of educational institutions to prudently 
manage Federal programs are critical ingredients. The Office of 
Education expects institutions to exercise diligence and /discretion in 
monitoring .the SFA programs and to devote such resources as are 
necessary to the task. The Study Group has been persuaded that - the 
preponderance of schoQls accept the responsibility thrust upon them. B^it 
it is abundantly clear that the exercise of these responsibilities generated 
costs, in many instances sizable costs. 

Tfte National Institute for Financial Aid Administration (NIFAA)* 
conducted a study in the fall of 1975 to determJhe the cost being incurred 
by. postsecondary educational institutions related to the conduct « of 
•Federal student aid programs; 512 institutions were queried; 197 
submitted useable responses. The average reported expenditure per 
student was $10$. The costs, By type of institution^ in the NIFAA's study 
were: * 

Per Student 

Type of Institution Recipient Costs 

4-year public institution $ 97.00 

4-yearprivate institution 106.00 

■ 2-year public institution 104.00 

2-year private institution 111.00' 

2-year proprietary or Voc/Ed 103.00 



15U 



The National Association of State* Universities ancTLand Grant Colleges 
(NASULGG) estimated the costs per student at its Member Institutions- to * t 
range between $^0 and $50. The cost differences shown in the NIFAA's 
study and the NASULGC's estimate may be attributed to at least two 
factors: economies of scale ancf the mettods used by these organizations 
in determining Institutional costs of SF^ pH^gralms. 

The Office of Education has traditionally shared in these costs, and the 
Congress further recognizes this need in Jhe Education Amendments of 
1976. These amendments liberalized the amount - of payments to 
educational institutions. The law increased the administrative allowance 
under the CW*-5 £nd SEOG programs from 3 percent to * percent of the 
award madejo an institution, with a ceiling -of $325,000 per institution. It 
authorized an additional $10 payment to institutions for each BEOG and 
GSL recipient, with the caveat that payments mUst first be used to fund a 
student-consumer information program. The balance can be used for 
other administrative expenses. .Although tfte 4-percent allowance for the 
campus-based programs has been put into effect, funds have' not been 
appropriated for the BEOG and- GSL allowances. * 

The Study Group believes that neither the canrfpus-based formula nor the f 
BEOG/G5L capitation approach "reflect good public policy. They both 
result in uneven treatment of institutions with the potential of windfalls 
to some and serious* underrecoveries to others. To the extent that 
expenditures generated by Federal programs* are not reimbursed by the 
Federal Government, regardless of the rationale for nonreimbursement, 
they must be recovered frpm other sources ultimately from the student 
through increased tuition and fees, The Study- GroUp is therefore 

concerned about the establishment of public, policy without benefit of 
reliable- data on the costs incurred by institutions in administering SFA 
programs^ ; * * • 

The '"Study Group believes that, given suah reimbursement, institutions 
should be expected to administer SFA programs in a responsible manner. 



Revising'Current Program Policies f 

■ * ' ■ . A 

/ 

In the .course of its examination of SFA programs, the Study/ Group 
identified several inconsistencies and features of thej 'legislation and 
regulations for SFA programs that have caused Confusion and problems, 
and where legislative change's or modifications in regulations would be 
appropriate. Most ^of the legislative .-changes which the Study Group 
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suggests are relatively minor technicaj amendments* Some of these 
recommendations for legislative changes have been presented elsewhere in 
this report. However, recommendations for changes in the legislation 
covering the BEOG, SEOG, CW-S, and NOSL programs which.specificaiiy 
relate to the imprpved management of the programs are presented in this 
section. In addition to those specific instances where recommendations 
were made for changes in policies, many problems were identified which 
need extensive stujjy. Some of the needed studies are. addressed by the 
Study Group in the following recommendations, 

RECOMMENDATIONS 



Management 




Operating Procedures 

III-C-1 Internal Management Information and Reports 

III-C-2 Collection of Data 

III-C- 3 Computer Utilization 

III-C-* Control over ADP Procurement 

III-C-5 Consolidation of Financial Reports 

III-C-6 Reassessment of BEOG Report 

III-C-7 Coordination With Other Federally Supported SFA Programs 



Policies and Guides 

III-C-8 Statement of Intent and Purpose 

III-C-9 Streamlining the Regulation Process 

III-C- 10 Development <5c Dissemination of Program Manuals 
f 1 

III-C-1 1 Establishment of Regional Support Centers 
III-C- 1^2 yPoiicy Changes - NDSL 
III-C- 13 Policy Changes — BEOG 
III-C-1* Policy Changes — Campus-Based Programs 
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III-C-15 Policy Changes — CW-S — Student earnings 

III-C-16 Payment of Administrative Allowance to "Educational Institutions 

III-C-17 Clarifying Responsibilities of Institutions 

III-C-18 Financial Aid Transcript 

Miscellaneous 

III-C-19 Payment of Permanent and Total Disability Claims 

III-C-20 Access to Central Student Loan Records * ^ — ^ 

III-C-21 Reassessment of SFA Programs ♦ 



III-C-1 Internal Management Information and Reports 
Recommendations 

The type and frequency of Bureau of Studfcnt Financial Assistance reports 
presently provided to various levels of OE management are inadequate. 

The Bureau of Student Financial Assistance should .provide its own 
managers and that of OE and HEW with periodic status reports on its 
-various operations. The repots should be issued with such frequency ancf 
contain such information as is necessary to make the addressee 
appropriately knowledgeable abouj SFA operations. 

Rationale 

^ 

Managers cannot manage effectively without current information and in 
sufficient detail to give accurate insight into what is happening, what is 
not happening, aqfi what is expected to happen in their organization. Such 
fundamental information as the following is not now provided: 

1, Listing of lenders in the GSL *nd NDSL programs ranked by dollars' 
loaned, GSfc-detault claims lodged, etc., 

' 2. Listing of schools and lenders entering and dropping out of programs; 

3. Listing of problem lenders and schools designated by L, S, and T status; 

Reports on audit and fiscal compliance reviews; 

5. Reports on regional collection activities; 

6. WorWoad reports; 

7. Personnel action status reports; and 

* 157 ■ 



8, Comprehensive projections of problems and necessary actions (Early 
Warning System). 



III-C-2 Collection of Data - * * 
Recommendation 

The Study Group recommends that: 

1. The data collection activities ^ • the various SFA programs be 
coordinated and, when possible, consolidated across program lines. 

2. The data currently collected be scrutinized for purpose and use. Data 
not meaningfully used should no longer be requested from institutions. 

3. Careful consideration be given to the type of data which needs to be 
collected routinely as opposed to that which might best be collected 
through surveys using statistical sampling techniques. 

Rationale 1 



At the- present time, data collection and analysis efforts reflect the 
fragmented_nature pf the student assistance programs. Moreover, much 
of the data collected are not used and are of questionable value. 

Efforts sucfft^that of the Data Management Task Force which exarmned 
the data processing ^programs should be 

supported." ^However, as previously indicated, such efforts should be 
expanded to include other programs as well. In the final analysis, 
management information systems should "be evaluated in terms of their 
adequacy i) in generating information relevant to comprehensive policy 
analysis of all of the Federal student aid programs, and 2) in providing 
Coordinated information which would assist in the early identifitalion of 
"problem" institutions. Implementation of this recommendation would be 
& step in the transition toward a central information depository. 



III-C-3 Computer Utilization 
4 — ■ 

Recommendation** 

The Study Group recommend* that HE^ arrange an independent fuilrscale 
review of all SFA computer operations. The study should coven " ' 
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(1) An assessment of the continued propriety as public policy of long- 
term majcfr system contracting for ADP services in light of the 
practical Constraints against competitive bidding. The assessment 
should include cost-benefit analysis of in-house vs. contractor- 
provided services and major system vs. segmented system 

- contracting. 

(2) An assessment of the adequacy of the systems under development, 
particularly the GSL successor systems, to th? needs of the SFA 
programs and their potential for becoming operational. The 
assessment should be made by ADP systems experts independent 
of SFA staff. 

(3) Whether the sepa?ate and largely uncoordinated systems of the 
various SFA programs' constitute an efficient use of ADP 
technology and capabilities. 

Rationale , f 

ADP is essential^ to SFA operations and 'the management of the SFA 
'programs. The Study Group was not able to examine this area in detail 
but has deep concern about the public policy issues of major contracting 
and the program consequences of a system failure. 

# * ' \ 

HI-C-4 Control Over Automatic Data, Processing Procurement for SFA 
Programs ^ 



Recommendation 




The Stu4y Group recommends that OE and HEW exercise stringent control 
over procurement of Automatic Data Processing (ADP) and in the 
selection of lenders and the award of contracts for hardware,' software, 
and processing. 

Rationale ./ ■ +- . * « • 

' vj * 

Because ^yt^Jhe technical complexities often - inherent in ADP 
procurements, and the time constraints that frequently surround them, the 
normal safeguards built into the procurement process can be avoided with 
relative ease by those wishing to do jsq unless, special care is taken to 
prevent it. The opportunity for favoritism and abuse can be curtailed by 
the following practices, among others: 
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I*- Establishing a functional management system division as recommended 
by the Study Group, thus providing the means of, 
-monitoring/coordinating as an integral part ot ' the, ^management j*± 
process. HEW might well consider an even broader based unit at the • 
level of the Commissioner, the Assistant Secretary for Education, or 
the Assistant Secretary for Management £md Budget. 

>2. Structuring technical review panels to prevent favoritism* in the 
^-^alutffaon of contractor proposals. Panels should include a sufficient 
numoer of knowledgeable individuals who are truly independent -of the 
Biyeau of Student Financial Assistance to insure integrity In the 
selection process. 

3. Handling feasibility studies and implementation services as separate 
transactions. 

Breaking cjpwn large systems projects into tasks and end products > 
separately priced out and with stipulated delivery schedules. 

5. b Avoiding the use of proprietary software in the design of ADP systems. 

Where proprietary software is necessary, provide in the contract for 
the use of the sofiware as long as required by the Government at a 
^rgasonable cost. 

6. Specifying clear time and expenditure limits, in feasibility and -other 
procurements* whictf^aqeVuncertain in outcome, beyond which work 
cannot proceed without a positive formal determination by OE that ■ 
additional efforts would be fruitful. t 



III-C-5 Consolidation of Financial Reports f* 
Recommendation 

The Study *Group recommends that: 

X*^Financial reports required of the various Federal SFA programs be 
* (Consolidated to the maximum degree possible. 

B. The consolidated report should be designed and— timed to 
v interrelate with DFAFS cash reports and should be used to \ 

compare Jash drawdowns with reported program activities. 4 \ 

C. In co^solijlating these reports, the statistical data on the income 
chfaract^nstics of the student population receiving campus-based 
awards currently required on the fiscal operations report should be 
reduced or eliminated.' ' *. j 
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Rationale 

Separate expenditure reports are currently required from institutions for 
the BEOG and the campus-based programs. These.reports could be readily 
Combined thereby reducing paperwork and processing effort. Additionally, 
the BEOG reports are a means of continually relating an educatiof&l 
institution's reported program activity to its cash requests. Hence, they 
should be designed to include iri%rmation compatible with that contained 
in DFAFS quarterly reports and scheduled to coincide . with those reports. 

IH-C-6 Reassessments BEOG Program Report 
Recommendation ? 

The Study Group recommends that the BEOG procedure for processing 
institutional progress reports and for making adjustments to institutional 
payment authorizations should be reassessed in light of the high error 
rates being experienced in the data submitted, delays resulting* from those 
errors, the additional workload that educational institutions cause by 
submitting "ad hoc" reports, and the recent requirement for biennial 
institutional audits. . , 

t 

Rationale 

The BEOG prqgress report is meant to verify the propriety of institution 1 4 
claims, i.e., that monies are requested only for eligible enrolled students 
. and that payments to students conforfri with the payment schedule. The 
system, however, is not working well.^ BEOG staff advises that it is 
experiencing a ^0-percent error rate in data submitted in the report. 
There is some evidence that- as a Vesult of processing delays, educational . 
institutions are submitting second reports, further increasing staff work- 
| ,oad and increasing the potential for duplicate payrpents. Additionally, 

» - the system is of questionable protection against educational institutions 
which .would seek to abuse the program. A considerable amount of staff 
effort and contract funds are being devoted to the; process which could be 
* J used more productiveJy in other ways. , - ^ 

The HEW Audit Agency noted serious defects in the BEOG processes and 
has madeseveral recommendations about them, e.g., limitations should be 
placed on the future authorizations of educational institutiops-that fail to 
submit a Student Validation Roster (SVR) or progrejs^feports without 
supportive Student Eligibility Reports. However, the^Study Group believes 
the processes are sd seriously problem-ridden as td require a full 
reassessment. ' • . * 
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IH-C-7 Coordination With Other Federally Supported SFA Programs 

Recommendation • • 

In establishing policies and procedures, data collection, Accountability 
requirements, etc, efforts should be made_ to provide closer coordination 
and interaction between the SFA programs administered ByThe Office of 
Education and other Federal programs that provide financial assistance to 
students. 

Rationale « ~ - 1 "** 

The SFA programs administered By the Office of Education are but a fevy- 
of many student aid programs funded by the Federal Government* The 
best use of public monies demands that all such programs be administered 
in concert with each other to effectively utilize the available funds. 

* 

IH-C-8* Statement of latent and Purpose 

4 

Recommendation 

f ■ '- 

The Office of Education should clearly set out the purpose of the SFA 
programs. Furthermore, the purpose of each of the programs, individually 
and in their relation to each other, should be cl&arly stated in language 
cootfnon to all programs/ Such statements should include the Federal' 
iovernmer^t's . intent for the use of Federal funds in relation to non- 
Federal student aid funds. x . % ' 

Rationale 

The lack of ^clearly stated national policy on the role ?f the OE SFA 
programs in the overall scheme of student financial aid has created a 
variety of problems in disseminating information about the programs and 
has created uncertainty in the implementation of the programs atMx*th the 
regional and institutional levels. OE must" provide greater direction 
regarding the most appropriate use of OE's student financial aid funds. « 



IH-C-9 Streamlining the Regulation Process 
Recommendation : 

1. The Study Group recommends that the Ofjice of Education streamline 
the process for writing regulations to facilitate, their distribution on a 
more timely basis. To insure the implementation and applicability of a 
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given regulation, representatives of the constituent groups to be\ 

affected by that regulation should be invited to participate in its 
m development. A single organizational unit with its own legal staff 
- within the Bureau of Student Financial Assistance - should be 

responsible for the develppment and publication of all regulations to 

assure their compatibility and consistency. 

2. Uhd§r the functional organization proposed by the Study Group the 
Office of Education should consolidate the development of student 
financial aid regulations. 

Rationale 

The goals and objectives of the individual student financial aid programs 
must be implemented by rules and regulations that^are bo X\ internally 
explicit and consistent within each program and externally compatible 
with other Federal programs. The present system allows each program 
office to develop its own rules and regulations. The decentralization of 
the authority to develop and promulgate regulations has resulted in 
conflicting terminology and incongruent demands bewig placed upon the, 
institutional financial aid administrator. 

Furthermore, the process itself is time, consuming and ponderous and 
cannot be used to react with any measure of dispatch, no matter what the 
situation might be. Finally, the rules and regulations promulgated are put 
forth are often prepared with no early input from those who must 
interpret and administer the final product. y - 

IHrC-iO Development & Dissemination of Program Manuals 
Recommendation ^"^V 

The Office of Education should give immediate attention to the 
development and dissemination* of an integrated set of guidelines or 
manuals governing all financial aid programs administered by the Bureau 
of SFA. These guidelines should be organized so as to provide direction in 
the general management of all Federal programs as well as specific 
instructions regarding the peculiarities of administering each program. 

The Secretary of HEW should instruct the Commissioner of Education to 
appoint a committee compo^J of a cross-section of institutional 
/representatives holding responsibilities for all aspects of SFA programs, 
from the, OE Regional Offices, and representatives of the Bureau to assist 
in the development of such i set of comprehensive guidelines. The input 
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from such a committee, would be particularly useful in developing 
recommendations for institutional management systems, in determining 
the appropriate agthor(s) for writing various sections ol the guidelines, 
and in establishing ar\ appropriate timetable for implementation. In any 
case, management guidelines should be available for used by the 1979-80 
program year. - 



The preparation of /these guidelines should not await the promulgation of 
regulations but should- be prepared,-* to the extent possible, in conjunction 
with them. * * 

Rationale ' . . 

In the past, rules and regulations governing particular programs have been 
translated into procedural guidelines and manuals to provide direction to 
the management of the programs at the institutional level. However, 
publication of these management guidelines ras not kept pace with the 
promulgation of new rules and regulations. Thus, institutional financial 
aid administrators have been left to their own devices in interpreting the 
^regulations ♦ and in developing management procedures to insure 
Z programmatic intent. This failure to develop and publish current 
[ , guidelines has made it difficult for OE to hoW institutions accountable for 
1 their administration of the programs. 

additional confusion has been created through the development of 
guidelines alpng programmatic lines which resulted in the use of 
conflicting terminology and in the recommention of management 
practices that were incongruent between programs. Overall management* 
recommendations, applicable to all programs, were not advanced because 
this, did not fit into the scheme of administration by program. 
Furthermore, administrative procedures have been recommended by OE 
which .afe sometimes inconsistent with normal' institutional management 
practices. " This illustrates $e need for institutional input into the 
develqpment of management guidelines to be used at the local level. 

* Topics to be included in such guidelines include the following: 

,1. General Program Descriptions (including a discussion of the philosophy 
of Federal §FA programs) geared to those who are tangentiajl^and 
officially concerned with student financial aid administration, e.g., 
presidents of institutions. * 

2. Eligibility Information pertaining to institutions, programs and 
students. 
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3 « Student g Budgets and Family Contributions including* research to 
develop reasonable institutional budgets, appropriate adjustments to 
standards budgets, the need sydtm's impact on student budgets, the 
computational formula for family contributions, calculations, revie\v 
of the need^ystem, output, verification of data, ayfo adjustments to 
need documents. 

Packaging. Philosophies 

5. Office Management including forms design and review and sample 
forms; financial aid advisory committees; available training, 
professional associations, newsletters, etc,; design internal controls'for 
effective management; and the coordination of aid programs, 
overaw&rds, and recovery of overawards. 

6^ Specific Program Descriptions including SEOG, HDSL, CW-S, BE6G, 
GSL^ and other aid programs including Healtb Professions and LEEP. 

Topics to ^covered m the program descriptions would include: 

a. Institutional, program, and student eligibility; * 1 * 

b. Minimum and maximum awards (annual and cumulative); 

c. Student application process;* * 

d. Required documentation; 

e. Disbursement; arid 

f. Records maintenance.- 

*' 

7+ Fiscal Recordkeeping " 

8. Reporting Requirements for DFAFS, Tripart and BEOG. 

9. Billing and Collections * 

10. Evaluation of Financial Aid Operations including seif-evaluation, 
program reviews, ci'nd audits. 

J 

ll - ADirectory of Regional and Central Office Staff including their 
designated areas of responsibility ^nd glossaries of terms used in 
financial aid programs, ^ 

12, A Calendar of Financial Aid Events , 

13* ADiscussion of Financial Aid and the Law including a discussion of 
'the impact of various legislation (e.g., the Buckley Amendments and 
affirmative action requirements) on the operations of the financial aid 
- olf ice. c / 
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HMJ-ll Establishment of Regional Support Centers ' - ^ 

• Recommendation ~ # ' . , " - ~ 

The Study Group recommends tljat: * ■ 

K a) .The Regional Offices be utilized as support centers for the rendering 
. of technical' assiltance and training to schools, lenders, and students. 

*- • 
b) OE f s Ceatral Office provide consistent policy direction to the Regional 

, Offi&s so Jfrat a uniform interpretation of rules, regulations, ar\d 

program management directives is^achieyed. 

' c) The Regional Offices be' staffed ^n a fasfiton which would ^Uow an 
adequate level of Support services. 



\ 



Ralioqale - j • v ^ ^ 

* 

There is na clearly defined source of program sypport services. Without 
such fixe'd responsibilities there is no accountability; moreover, there is 
often 'inaction* Institutional financial aid administrators, as well as"- 
Regioo^l Office personnel, can therefore "stop" for a Central Office 
opinion which most closely approximates, their-di'sired course of action. * . 

• T%fe support services^ which have % existed are carried out on a "time ^ 
^avairftole" basfe. Tffey fiaye. been^ squeezed Jn among a host of other 
, responsibilities due to lack of [iersopnei. • * . 



III-C-*2 Po y ChangespNDSL % , . 

Recommendation • ' 9 

The Study Group recommends ^t: 

^ i' > ^ + 

U OE issue instruc^ a ft^an is to be ^nSidered'^^efault. 

2. x OE i#*e instructions on the handling of d^aulted loans by educational 

insti&tiqns^ j^/ . ¥ J \t y. ^ 

3. The cancellation (provisions for teaching, Head $fcarl, and . military 
^Service be droppeii from fut urticans, 

The -grace periop and loan payment amounts ,be flexible between 
student and educational institutions -within lintfits established by OE.. 

, r r . ' ' f * / 

5. In crea^rf efforts be made to devise a method yher*t$ students having^ 
t^o cy more loaps iit jgpaymerrts status car^ consolidate their t loans and 

* ' J * V ' 166' - • * 
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6y"The "207" provision, allowing educational institutions to borrow their 
matching portion of the loan fund from the Fe*ral Government at a 
favGred rate of interest, be eliminated. " • 

Rationale - ^ 

The current rules under whicn^the NDSL program is administered create a 
variety of management problems for educational institutions. "Several of 
these rules are unnecessarily restrictive (such as the provision that allows 
the write-off of loans ^th principal and interest balances of '"not more 
than 42"); others havfF outlived' their purpose (e.g,, the cancellation- 
provision for teachers). They do not contribute .to a better accountability 
of Federal funds, but they are burdensome andtostly to the schools. 

The SUidy Group believes the "207" provision has .outlasted its usefulness 
and is,, inconsistent with the concept of the NDSL program a shared 
venture between the Government .and an educational institution, each 
contributing from, its own resources. Further, educational institutions^ 
which borrow under "207" are given preferential treatment, by virtue of 
the low interest Ate charged' such borrowers, over, the educatrt^il 
institutions that secure their funds on the open market. »' 

HI-C-13 Policy Changes - BEOG* • - . 

Recommendation \ '■' \ 

The Study Group recommends that: * * w * '< t 

1. Th^ Payment Schedule developmept be timed" in a way to allow Its 
- distribution at approxima.tely .the sanreVtirtoe as" the BEQG applications 

towhi£h it vyitl relate. p \J^^ , ' I "» : 

2. Average costs be used for students on csfrtipus room and board rather • 
- than'actba* cost. ' 

• » • 

3. The computation procedures used for summer awards be clarified aad 
published well in advance. > . 

Institutional student financial aid administrators tfc^given discretionary . 
authority to deny or limit the pkymint of a BEOG for a prior academic 
period(s) if such a disbursement of funds results in an aggregate award 
• that exceeds the student's financial aid package; 

Rationale - / - ' , - f 

- — * . - : '• „. .-^vv f * ■ ..V 

1. The Payment Schedule is 'a table "which indicates the amount of a 
student's BEOG award given the student's eligibility index and cost of 
attendance. The table reflects the level of awa/ds which can be paid 
' given the amount of funds available for a particular year. Using this 



annually issued t^fcle, an institution can determine the minimum 
• amount a student can receive if the student enrolls on a full-time basis 
for aJEull academic year. These Payment Schedules are issued too late 
in the*, year. Normally, they have appeared in -May, after many 
institutions begin tlje awardftig pr&clss. The process of developthg 
payment schedules should be accelerated so that they ca'o be issued 
when BEOG applications are issued, 4 

2. Th* cost of education used on the payment schedule is unnecessarily 
» complex. The detailed computations pose serious probftms for many 
* institutions, especially items relating to living expenses. The formula 

8 ' calls for "actual cost," but many institutions have a wid* variety of 
room and board plans. The- particular plan a student will select is 
often indeterminate when awards are sent, and are commonly changed 
during the year, etc. Even the determination of the room apcf board 
plan selected by the 'student ptoses management problems *in many 
institutions.. It would be desirable to allow institutions to use average 
rather than actual costs for room andJboard expenses. 

3. The process for determining summer awards to educational instil 
^'tutions must be clarified ai>d published prior^to the summer - awat*4 
^period. Publishing after that time causes institutions to maRS 

- — unnecessary adjustment^ - - — — ~_ — — 

4. The current BE<3G application may be submitted any time* f>rior to' 
Martrh 15 of thp academic year.* The Student" Eligibility Report which 
is generated and subsequently submitted to tho inntjtnti^ ny may be 
used to provide a BEOG for current and subsequent academic peritfUSy 

/ and for periods already completed. • Such a practice can ca^e 
* ■ significant management problems. 
t* , * ' 

HI-C-1* Policy Changes Campus-Based Programs , ^ 

' Recommendation * * " 

The Study Group recommends thatOE; 

1. Seek a change .An -its appropriations legislation to delete the distinction 
between SEDQ Initial-Year and SEC5G Continuing-Year Funds. 

2. Seek legislative authority to allow schools gr*ater flexibility in the 
transfer of fuhds^>etween the CW-S yid SEOG programs; 

* ; 

3. Define the term "^plernental" in relation to fin^cial aid packages. 

4. Eliminate the SEOG "matching" requirement. * ' 
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Rationale , *- 

• Prior' to the Higher Education Amendments, oi 1972, there was clear 
priority, given to continuing-.year (then called renewal-year) students In' 
both the tripart application review and awarding process. The 
Commissioner determined that the amount available for initial yeariunds 
was to be calculated by subtracting the total amount recommended by the 
panel for renewal student^ fronruthe total dollar s^avaiiabie. At the 
institutional i^vel, educational' institutions were obligated to taf«£care of 
their eligible continuing studnets, first, even if it meant' utilizing their 
.initial y^r authorization to do' so^ '(An inftiaKyear award is the first 
. SEOG awarded to a student/ Awards for subsequent academic years are 
deemed to be continuing-year awards.) 

< !n confetence^debate on the Higher Education Amendments of 1972, there 
was strdng^semiment tba.t too much preference had been afforded the 
conjinuing-yeaf jsjudent. Therefore, - separate appropriations wer^ 
mandated so tha^the Congress eould make certain that- some minimum- 
ambunt of money v/Zs rjseryed'for iaitial-year students regardless of the 
need for renewal or conffnu$ng-year funds. ^ 4 

'The appropriation language has not, however, been consistent with the 
authorizing language in carrying out this intent. Annually, a request 'is 
sent by the appropriations committee to OE, asking the- agency to suggest 
the mosf appropriate division of these funds., The rationale behind OE's * 
current dollar division, or even the .formula used to derive it, is unclear 1 ."* 
Therefore, the control that the Congress desired has not been exerpised. 

Providing a single SEOG authorization- to institutions will promote equity 
in meeting the needs of students and will eliminate the burdensome%nd 
unnecessary complications of the current system. * 

The Group 'also believesjh^t due tcr^luctuations in both the levels of 
appropriations for the caifcpus-based programs, and in the demand for the * 
funds, it is "necessary* to provide institutiQns increased authority to 
transfer, funds between the programs in order to alleviate shortages or 
excesses which § may occur in specific programs. The Study Group is # 
particularly cpncerned about the fluctuations in funding. which may^be 
available to institutions from year to year-fluctuations which' may resalt 
in significant, yearly variations in 'Institutional packaging philosophies. 
These* yearly changes in packaging/ace difficult administratively, .to saj* 
nothing of the difficulties in explaining deviations from normal financial 
'aid package* to students. . 



The SEOG program requires that Federal funds be "matched" with another 
type of aidr With the advent of BEOG, the matching requirement was 
eliminated. This, step diminished administrative requirements 
.significantly jn the areas of recordkeeping, monitoring and auditing. 



Policy Changes CW-S Student Earnings 
Recommendation r * 

The Study Gre&p -recommends that: ^ ^ 

1. Institutions be allowed to transfer students who have earned the.|Pull 
amount of their CW-S awar*ti to the college payroll without penalty of 
overawarding. • * 

2, Students not be able to use the loss of CW-S employment as a basis for 
fikng claims for unemployment compensation, or similar programs 
designed to assist those who lose regular employment. 

Rationale * ~ 

The Callage Work-Study program requires more administrative-effort by 
institutions than any other SPA program. A major part of the effort is 
spent monitoring the aggregate amount of wages paid to each CW-S. 
student 'whether from CW-S or other emplayment. ( This limitation 
requires close and extensive mo&itoring of all monies paid to;a student 
whether from Federal or TK)n-^eder^tl sources. ' , J * 

It is most diflicult to project student 'earnings, and students arp often 
forced to terminate their ^employment midway through tfre academic 
period because their need is met. To causfe* students willing' to work to 
cease their employment becausej>f an artificial limit on earnings seems 
.counterproductive. - . 

Finally, 'the Study Group believes the use of CW-S employment as a basis 
for unemployment Claims is a violation of the spirit, if no.f %he letter, of' 
the. law. Such ^laims against the employment compensation program 
should not be permitted. j 



Ill-C-1$ Paymentfpf Administrative Allowance to Schools 
— - —j - ■ - ^ ■ - 

Recomthendation i * * 



r 



The Study -Group recommends #iafc 

*1. Educational institutidns be paid an appropriate allowance forXhjKrosts 



incurred in administening the SFA programs. 



•2. JThe amount of the administrative allowance be established through a 
* representative sample survey undertaRen to identify the costs involved 
in the administration of student ait! programs and the appropriate 
means of reimbursement. The survey should identify: 

a. The type of services amd administrative activities involved in the" 
administration of student financial aid programs, both Federaf and 
non-Federal; / 

b. The costs related to those services and activities; 

c. The extent, if any, to which OE SFA 'programs required more or 
less administrative effort on the part of educational institutions 
than other student aid programs; and ; 

d. A simple methodology for determining those costs at individual 
schoQls*or computing an aggregate formula, rate, or amount that 

* # will reasonably approximate such costs and which can be used as a 
basis for reimbursing all edtjcation^l institutions. 

3 V Given such reimbursement, educational institutions should be expected 
to adn)jrfister SFA programs diligently and with a responsible, attitude. 

Rationale 

There are c6$ts involved in administering OE student-aid programs, and 
revenues must be generated to cover those costs. It is proper that the 
Federal Government compensate educational 1 institutions for their costs 
related to Federal programs. It is especially proper since educational 
institutions will, likely be expected to exercise greater discretion and 
oversight in administering SFA funds in the future than\hey have in the. 
past. Failure of the Federal Government to reimburse institutions for 
their costs results, in the ultimate shifting of the' costs to all students in 
the form of tuition and fee increases. The present formulas, howevet*} are 
*ot adequate. They contain the potential for underreimbttrsing some 
educational institutions while providing windfalls to others. For example, 
the cost of administering a $1,000 grant to a student should not be much 
different from the cost of administering a $500 gr^nt. , Yet,the fcampus- 
based programs would reimburse twke as much' for 'administehng* the 
$f,000 grant as for the $500. The $10 per studfnt fee proposed -for the 
BEOG program is also flawed. 



III-C- 1 7 - Clarifying Responsibilities of Institutions 
Recommendation 

The Study Group recommends that responsibility for the administratjpn of • 
student financial aid programs including the BEOG be precisely defined. 
The definition should include a description of the responsibilities for 
verifying student-provided information on income, Reporting Icnown Of 
suspected discrepancies in such data; and recovering overpayments. 

Rationale ~\ - ^ | f ,> 

There is confusion^ among institutional officials, particularly in regard to" 
the BEOG* -program, about institutional responsibility for thejaccuracy of 
dfcta, the* amount of variation expected pf the educational institution, the 
requirement, tof pursues studenj for repayment of an overaward, etc. The 

0 BEOG staff has found it difficult to J>e demanding because of its inability 
to ^upply the educational institutions with anT administrative allowance. 
At tne same timl, it is becoming clearer that only at the iijstitufional 
level can such monitoring and~~corftr;ol be effective. The Study Group 
urges that a clear statement of institutional responsibility become a part 

—of the regulations^ - y , • — ' — * 

' y ■ ' ' * * . * 

1 III-CMjfr Financial Aid Transcript 



Recommendation * . ^ * 9 

The Study Grpup repommends that the Office of Education. assist in 
developing a standard financial aid transcript for use by/ichools- in 
monitoring students 1 financial aid. * " 

Rationale 



4 



n order td make cef tain i, that cumulative award limits for/the 'Federal ; ^ 
programs' are not viola ted a , financial aid administrators must*document the" 
financial aid award(s) received for each/student who has previously 
att*n<ted a postsecondary institution. ' Currently some irfetitutions use 
individualized letters or forms to request such data." Others use the » 



pinahcial Aid transcript /developed by N^SFAA. Each varies in content 
j_ ' and the format of the information requirj 



' / 
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The efficiencies acconrtpanying, a standardized form are evident. 
Familiarity with tH^form will result in % more expedJftous* completion by 
the receiving institution* Secondly, a ont:e an institution has completed 
" the financial aid tftirtescmt for a \tud£nt, a copy of the for^tmay be used 
to satisfy all further inforWtlqfial requests concerning th^t Individual. 

HI-C-19 > Payment of Permanent ^an^Total Disability Claifo^ 

Recommendation ^ - "~ 

The Study Group recommends prompt processing .of-permanent and total 
disability claims Federal student borrowers by the Office ot 
- Education. " • 

/Rationale > * * «* 

Medical reviews of permanent and total disability claims are made by 
S#cial Security Administration (SSA) physician*. The;time it takes t9 
profess the claims through SSA is unreasonably long; 1 year is nq% 
uncommon. The Group believes th^re should be alternatives td the use of 
SSA doctors; e.g., a certification l)y two physicians other than the 
claimant's physician. i * - • 

Hl-C-20 Access to Central Stu dent Loan Records- 

■ ■ ■ — — 1 % % 

Recommendation # • • ' * 4 . ' 

The Study Group recommends that the OfSke Qf Education develop the 
"on-line" capability >> obtain access* to the student loan records in thp 1 
Office of Education's Student lo^n, central files and provide low. or^nor- > 
cost terminals toi,the State guaranteed loan agfencies in ordet toprofade 
them access fd the central lo$n recorcjt However, proper' controls over 
the use of the (Ja.ta should be developed, * k 

Ratiooate *i * \ 

The* Study GroUp is aware of the < extremely difjiqujt record keepfhg 
problems associated with the Cluarantesd Student L6an program and ihe 
even greater* jiifficirtty'ij} establishing a record keeping* structure that 
provides ready access, * It is tfje Grojup's belief that the lack\f art easily 
accesible record system inhlbitfs the communication of an individual 



borrower's total guaranteed (Federal apd State) I6arf experienced Clearly 
there is sufficient fieed'to merit the expense of developing ifie ^on-line" 
capability- to obtain access to all the student loan records and £o extend 
that. access to the State guarantee agencies. Irusuch an arrangement, 
immediate access to these recof ds will elipunatQUhe problems of students 
receiving lo^ns in .-excess' of ; the* allowable aggregate maximums, or 6f 
. studenft' who have defaulted *oa previous' accounts insured tyr one 
' guarantor receiving new loans' through a secopd guarantor." With such a 
Capability the student Joan records gould be' Verif ied, . updated, * and 
reconciled with State reco/ds in a timely' and efficient, mariher. ^ ' - 

* * v < ' ' - % " , . , 

^IU-C-21 Reassessment of SFA Programs * ^ ' 



% Recommendation l ' t S , , ' *• 

Thera ufo Gryup recomrrfends that: , ' •% 

* A. A major studyof the SFA programs betindertaken to determine: 

* ' . ' ' # * • t t i w r- 

i. Whether they ate fulfilling their intended purpose, {e.g.; to*-' 

determine the degree' that jaU jK>l£ntial student pupulations - such 

* as tHose living Tn ni^gd'areaS - are being adequately served). , 

^ . 2, Actual an(rf^rceived^criej;s teethe equitable distribution of aid ing 
the programs. ( ^ , *' ■ , * ' * , A 

3* 'the ramifications Of ^expected changes in the size of the eligible 
populations, Jikely cfcanges ,in social security, veteran's benefits, 
other^entitiement programs," State, aid programs, 4 new enrollment 

* 9 patterns, the newly 'authorized health professions loan program/ 
' etc, . \. "/ ' ' ' 

The extent foWhi<;h the SFA pr<$rafm. encourage the shifting -of 
cofwentional State' and instit^monal fqnding responsibilities to the 
Federal Government. - ; * ' ' \- . * r * 

• * - * .4* 

* 5, Whether the financial, characteristics of G5L- borrowers Bave^ 

%h*fted with the establisbment oi^new upfper limits 6t parental 
4 " ~ % income' and the eilect such shift is URely to have on the avail- 
ability of loans' for lfiwfr income families and on thje need for ; 
additional* grants and work-study tunds. ^ ' 

6. The;.' fiscal and social implications of the growing ^umbers- of 
"independenf 1 ^ students and pastime" Students applying ^nd- 
qualify ihg for financial aid. * 



A > 



7. The needs and problems qf\the urban commuter, nontraditidnal 
student who is typically independent, older,' and a member of a 
minority group. ^ 

8. The general attitude of students, parents, educational institutions, 
lenders, and the taxpaying public toward- the" /various types of - 
financial ^id programs and the avallabrtity of aid funds to>tudents._ 

J. ^9.\The reasons for the failure of stitfeMs wfto^apply for and are ' 
... eligible . to receive BEOG fun^s subsequently to attend a post- ' 
-secondary school. " < - 



V 



8* That' studies be undertaken to identify the alternatives to the current 
programs, including^ 

r> . - ' ; '« s 

-Si 1. Consolidating some" o£ the F©der* stiRienraid programs, including 

m ' entitlement programs, or' •* 4 

* - 

2. The establishment of a -single ^Federal entitlement , prdgram for all 
" ' . students pursuihgan education-for gainf ufemployment. 



- Rationale 1 * * •• 



• Student financial aid has grown from relative insignificance *%QOe of the 
dominant forces affecting poStsecqndajy education todays .F^or example, 
in the space of oril# k years,' the llasic Educational' Opportunity Grant 
program has grown fram $122"miIIion to approximately $2 Million. .State ' * f 

scholarship and grant programr,"virtually non-existent. 20 years ago, 
^ awarded almostv$200 million annually by \37Xt and grew to $6*5 million by ' • \. 

1975-7^. Federal payment under the GSL Bfrogram for subsidies, interest, ' 
- and loan defaults is at the $5Q£) millioij'.level. Total aid benefiting v " *. * - 
students from all federal- program is how. estimated- to be in excess of \ J 
$7.9 bifclion ^annually. * *? , ? , - 

v • • * . - * 

fn addition to thesfe vtsible-cdsts^ a m^sive bureaucracy is b$ing created * j 
K ^within tht Federal and State goverhments, educati#nal institutions, $nd , 
' .lending institutions to administer th£ programs. The ^ogAms grow ev^r ^ 4 

more complex- in jjncere attempts to treat all students *nd institutions \\, 

^ iairJy, while curbing abuse. ^The Group believe^ it is time to reexamine -> . * * 
the^ extent t6 whfch, and how, financial aid sbould be provided and to , ' V« 
, * define^ the respective responsibilities of " the federal' Government* .State 
governments,|in$tftutions, and studerifS and their parents for sharing t^e 
costs of efdpcitioft and training. *• * , 
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' D. Training Institutional Financial Aid Administrators 
/BACKGROUND AND ISSUES 

HEW relies hfe^vily upon non-Federal officials in carrying out the three 
campus-based programs (CW-S, NDSL, and.SEOG). Most of the admini- 
strative* responsibilities for these programs are "carried out by financial aid 

1 administrators, fiscal officers, and othec persons in educational institution 

. administrative' structures-- For example, it i^an educational official or an 
. institution not ^ Federal employee," who determines the amo.unt of 
.Federal aid funds which a given student will receive and who approves 
federally guaranteed loans, and it is at the^vel of the educational 
^institution thai source records are kept/ Herjce, the development of a 
cadre of competent student aid administrators? is a matter of cohcern to 
the Study Group, as well as to the postsecohdary education community. 
The>trainir}g of such a body of competent^dministrators will greatly aksist 

^ OE lathe goal (^eliminating fraud inland the abuse of student financial 

« aid programs. . s • 9 

• * ' * « ■ ■ — - -^1 " 

In addition toJstudent aifl administrators at postsecondary institutions, 

. .jthereace other groups involved in student aid ^t lending institutions and 
State agencies. Their influence is pervasive; t+ieir impact on the policies, 
goals, and outcomes of postsecondary education is significant. It is 
important, thereforeVthat the professional' development and training of 
financial ^Id^ administrators outside the institutional setiirig go hand-in- 
hand with that of those within it* * * 

There^ is a nee.d fbr a* comprehensive training program or a series of 
coordinated shorKterm programs through , which financial aid 
administrators dan develop 'andsba.fpen their skills/ Unfortunately no such 
, program(s) are wideiy Available toda^. f . % 

0 \6fefore a' successful, program "can be effectively designed, 1 there needs, to 
* ,bea betf er understanding of, and^reement on, the kinds of talents which 

/ ^financial aid administrators ought tcP {bring to their ■ positions. Once 
agreement on the knowledge and skills \equired has been, reached, the* 
training programs necessary to help administrators acquire anft maigtaik 
that expertise, can be readily developed. ■ \ v 

The Study proup * believes ' both these - , undertakings are beyond the 
capabilities of OE or any other single organizational entity. Rather, the 
Study Groyp envisions, and' wishes to encourage a cooperative .venture -by 
'OE, with State student aid organizations, public interest groups, and 
professional associations concerned with SF A. ' 1 
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The need for training has already been recognized by the Congress, in the 
Education Amendments of 1976, in its authorization of $280,00Q in 
matching grants to States to design and develop "Programs to Increase the 
. Proficiency of Institutional and State Financial Aid Xdministrators in all 
Aspects of Student Financial Aid. 11 It remains now for OE and other 
interested, organizations to capitalize on that authority. 



L 

RECOMMENDATIONS 



Trainfr 



HI-D-1 Training 
Recommendation 

The Study Group recommends that OE'give Incentive and/guidance to the 
development 'of a cbmprehensLve^training program di^cted toward those 
.involved in the management of ~SFA programs, including, in addition to 
financial aid administrators, chief administrative officer^, business 
officers, and non-iostitutiohal aid personnel. 

The training program should utilize a variety of management specialists, 
educational environments, and training materials to maximize -its ■ 
effectiveness. Before a successful4program can effectively be designed to 
train sttfdent aid administrators, there must exist a, better understandings 
of their roles and functions. , . . 

Rationale - * 

Although much has been written on the basic skills and abilities common 
to successful administration of aid, little or no effort has been made to " 
determine the level of expertise required of each of these skill levels. 

Tftere is also a necessity to educate and inform the chief administrative 
officers to whom the financial aid administrator reports. It was clear to 
the members of the Study Group that there is a lack of information and 
understanding .about student financial assistance at many institutions. 
This situation has led to inadequate staffing, underbudgeting, and limited 



177 



l Hi). 



ERIC 



resources 'at the institutional level, which has led in turn to the high 
turnover rate of financial aid administrators and, in ranje cases, 
ineffective program management. • Through special training efforts 
presidents, vice presidents, deans of students, admissions directors, and 
others must be made aware of the complexities and basic management 
requirements for the proper and adequate performance of operational 
responsibilities for student financial assistance programs at . the 
institutional level, \ * 

Once^n appropriate bo^dy of knowledge and level of skills has' bee ft 
identified, the curricylum course materials, teaching, methodologies, 
educational settings, apd teacher training requirements wilFfolloyv in 
logical sequence. An outline of each of these areas follows: 

Methodologies and Educational Settings - 

L .Master's Degree Programs — academic year 

2. Institute Programs — 1 week td 3 month curriculum. ♦ 

3. Internships — cooperative programs,' including practical experience 
augmented J>y classroom study, with or without graduate credit. 

Work-Shop Experience' ~ efforts to 9 address specific needs, and 
techniques, e.g., need'analysi^, f iscai-procedures, interpretation of new 
laws and regulations, etc* ' * _ 

5. Professional Meetings — regular updating' of aid administrated at 
State, regional, and national professional meetings. * 

6. Program Reviiews ^and Site Visits a one-to-one analysis of an 
institution's firiancial.aid operation by an expert or team of experts. 

Sources of Trainers - ' 

1. College and university teaching staff. ^ 

2. Expert members of the.sjtudent financial aid profession, * 

3. Representatives of sertfi£e agencies such as CSS, ACT, billing services 
(Wachovia, American National Bank), ( 

4. Office of Education staff. 



5. Experts from Federal agencies who have .overlapping responsibilities, 
i.e., NIH, HEW Audit Agency, HEW Office of General Counsel, HEW 
Office of Investigation, etc. > 

6. State scholarship and loan agency staff. ^ 

7. Experts from related professional organizations (NAQUBO, AICPA, 
AHE, >IASPA, and NA5FA). . — 

Just as-there,is no one type of training environment or ^ny one group of 
jjxperts most suitable to offer instruction in all facets of student financial 
aid programming and management, no' ohe set of training materiate will 
satisfy all of these experiences. However soundman approach may be, it 
catwot be effective until it is comprehensively defined, fully fefined^and 
disseminated for the use of others. 

%. 

Training Materiajs Needed ■ 

1- A Teyt Book on Financial Ajd Administration such a textbook woald- 
refereijce various disciplines, -the fundamentals oLwhioh are requisite 
to the trained financial aid administrator. Although ,a number of 
* graduate and postdoctoral candidates K ha*e eyed sQth an effort, 
adeqiilate financial sponsorship would assure its <?bmpletiorx 

2>. Procedural Manuals — regulations on how to estabfish and maintain a 
financial aid office must be developed, constantfy updKEed, &\d made 
readily available for training efforts. Presently, program manuals on 
Governmental, and other programs are, for the most part, outdated 
and- unavailable. While mpdel mam&ls are important tools of a 
comprehensive training program* it must be recognized at the outset 
that that procedural manuals will vary^signijicantly among institutions^ 
according to a combinajrfon of administrative structural factors, size 
and. type of institution, and othe(*distinguishing characteristics. 

Manuals which encourage^ use of standardized techniques are particularly 
ujefyl during interim periods when formal training is unavailable. 4 { 
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E. Program Integrity • 
BACKGROUND AND ISSUES 
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With an undertaking the size alhd breath of the student financial aid 
programs (5,000 schools, 18,000 lenders, and millions of students), there 4s 
no single action or remedy whicbf can adequately deal with *he problems of 
mismanagement, abuse, and fraud. However^ these problems can be 
minimized through an integrated management iystem designed to prevent 
Jh$jn or to detect and correct them where they already exist. Many of 
the components of such a ^system have already been recommended in 
previous sections of this report: 1) .an organizational structure with an 
unambiguous line of authotiw, 2) adequate staffing, 3) clear and timely 
regulations, an adequate management information system, and 5) timely 
handbooks, guidelines, and tijaining programs. % 

This section is specif ically Concerned with: 

1. Systematic on-site teviews; . . a * * 

2. The implementc^tio/i .of limit, suspend* and terminate procedures; 

3. The vigorous ^pursuit of delinquent aqd defaulted loans. 



On-Site Revie/vs of Institutional and Lender Operations 



There is no .substitute 'for on-site reviews of institutional and iender 
operations as a*prev«iter arid detector of mismanagement, -abuse, and 
fraud. But HEW has/ lever had sufficient staff to perform such on-site 
reviews in the nufnbepj and depth which might ideally be desired, nor is it 
every likely to. For *> ample, during the period July 1, 1975, to September 
30, 1976, only about/ lk)0 of the 5,000 schools and 18,000 other lenders in 
the program were awaited by the HEW Audit Agency. 1 Although^ OI; has 
attempted to fill the gap by encouraging the institutions to have special 
audits' of their 'acrnlnistration of the student financial aid program 
"cohdacted by their Sn lependent , accountants (at the institution's expense), 
it felt it lacked authDrity to require such audits. To their credit, many 
institutions have laq audits performed by independent accountants 'or 
State auditors, sonle 1,^50 for the period just cited. But evert this total is 
-inadequate. * However, with the passage of the Education Amendments of 
1976, OE noW hasfclear legislative authority to require such reviews and'a 
clear reading fro* Gongress that such authority- should be exercised. QE 
now has the opportunity to, make use of this authority as art integral part 
of it& management reporting system, relying primarily on independent 
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professional audi 
conduct of such fevi 
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.and the staff of the HEW Ihsffector General for the 
ws. 
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Limit, Suspend, and terminate 



If management, abuse, and fraud are to be contrplled, educational insti- 
tutions and other lenders must understand that violations of department 
regulations and policies will result in the timely imposition of sanctipns 
appropriate to the-seriousness of the violation. But they must also be/ 
assured of protection against arbitrary and capricious actions by. OE. 
These objectives can be accomplished through the implementation of a 

* folrmal appeals' procedure tied into the certification and compliance 
process. Such a procedure needs to apply to all studentV financial aid . . 
programs and t6 provide for school/lender appeals, on the Record, to an 
administrative law judge or an appeal board independent; of BSFA and 

reporting direclty to the Commissioner of Education or y\e Assistant 
Secretary * for Education. The procedure, however, should not act ^to • 
inhibit an action of BSFA where such action is necessary to protect the v 
intertfst-of the Government. . 

The Congress has already- vested the Commissioner of Education^with the 
authority to* -take such actions. The Higher Education Amendments of 
1972 give him authority to "Limit, Suspend, or Terminate" the eligibility 
of an Institution participating in the Guaranteed Student Loan Program 
whenever the Commissioner ^fetermines r after affording the institution an 
> opportunity for a hearing^hat the institution has "violated or failed to 
carry out any regulation prescribed under this part."' The Education 

* Amendments of 1976 extend that 1 authority to the campus-based and 
BEOG programs which the study group was directed to review* The 1976 
amendments also contain two provisions not included in the 1972 amend- 
ments: y t 

* • . 

1. A hearing on- the record^ required, and 

2. The period of suspension is limited to 60 days unlesS limitation or 
termination proceedings are initiated within** that time or the 
Commissioner and the* institution agrees to an extension,. 

The Suspension Procedure applies in situations in which fraud or major 
rnismanagement or abuse is brought to light which, if allowed tQ continue, 
will result in unreasonable risk of substantial loss of FecJerai funds. On 
the other hand, the entire Limit, Suspend and Terminate Procedure-applies 
in three eventualities:*. " • « 

'4 . " ■ * 

1. Situations in which an institution^ with respeot to its academic^ , 

qualifications, is deemed eligible to be a -lender, but.in which it hacks 

other prescribed' prerequisites such as fiscal stability, reliable record- 

' keeping, or qualified student financial ^aid personnel. 
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2. Situations in which fraud or serious mismanagement or abuse is 
brought to light, but in which suspension is rtpt warranted, or in .which 
suspension action is taken, and the school or A lender is, amenable to 
corrective measures. „ * * . 

3. Situations in which fraud or serious 'mismanagement or abuse is 
brought to light, and the institution is unwilling 6c unable to institute 
corrective action*, or BSFft has no confidence tha ^corrective actions 
will be taj<en. \ 

OE has recently published proposed regulation toward implementing the 
Commissioner's legislated authority in each of \these eventualities. With 
certain important modifications outlined "in\ the following 
recommendations, those regulations should adequately seYve ^heir purpose. 

• > \ \ . ' \ 

GSfCollection Activities 

Student defaults not only tax the treasury and thus th^ taxpaying public 
but, if left unchecked, soon insidiously erode the basic integrity of the 
Federal loan ' programs. Students who understand that their loan 
repayments will not be pursued will be likely to lose any -jense of 
responsibility to repay. Similarly, those students who -do repay when 
others, are not required to do so ill rightly resent the fact and lose 
confidence in their Government's ability to deaf fairly with all. 

In the first few years of OE's loan programs, ' little administrative 
attention was given to the matter of student default. Howevfer,, as an 
increasingly larjje' volume of loans becaqje due for repayment, the 
seriousness of the default problem became more and more apparent. 1 

The seriousness of the default problem in the GSL program has been cited 

in previous reports to x and by OE and is well known Jo OE and HEW 

management. The GAO has just recently- completed a review of GSL's 

collection activities and has issued a draft report, -whidh notes the 

significant steps OE has taken in this area but which also notes that the 

"collection efforts are not keeping pace with the growing inventory of 

defaulting student loans." * - + 

* * • * » * 

* * * ° 
*- * 



U.S. General jflfccounting Office, Collection Efforts are Not in 
P^ceVith^the Growing Inventory of Defaulted Student Loans . Draft, 



no date, page i. 



GAO has made "several recommendations^ which the Study Group 
endorses: • . - 

1. Th'aJf collections* offices require debtors to submit financial 
statements as a m^jjs of better determifting their ability to pay. 

'2. That OE'make greater efforts to cdmpr^omiie claims where' a debtor's 
ability to pay in full is in fact impaired and that guidelines on com- 
promise settlements be revised to encourage, rather than discourage, 
the use of this collection techniques. ^ 

3. That guidelines be developed for cbllections personnel olrrprocedures 
for collecting through .offset or payroll deduction when the individuals 

in default are federal employees or former federal employees. 

- * * 

4. That OE ensure that every Regional collections *staf f effectively 
participate in the program for -Regional level referral of the 
defaulted loans to the U.S. attorneys. 

5. -That a system be . established Lor monitoring^ Regional Office 
. collection activity. The .system should be capable ,q£ assessing 

whether defaulted loans are^ processed to cojnpletioH (collection, 
referral for legal action, t or termination) rather than returned to the 
inventory, including any defaulted loan case§ processed by a 
contractor. It should also provide the information necessary to ^Isess 
the adequacy of collection efforts in each Region # in light of existing 
ar^d anticipated inventories -of defaulted loans. ' « 

NDSL Collection Activities r # . 

The same 'sense of urgency and expertise which OE is directing toward 
GSL defaults is lacking in the NDSL program. Unlike the GSL program, 
the Federal Government.has.no liability to NBSL lenders for loarv 
default. But since 90 percent of the NDSL funds are initially provided to 
the lenders ^(educational institutions) by the Governrnent, OE has, or 
should have, a major interest in the extent to which the resources it 
provides are diluted by students 1 failure toVepay. 

. • ' 

The default and delinquency fates in the NDSL program are high. 
Educational institutions are not banks and often do not have the 
expertise of banks to administer loans. Never theless, as participant in 
the NDSL program, the institutions are stewards of public funds and must 
exercise (and be helped to exercise) the diligence and professionalism 
inherent in such a role. 



The training of school administrators would improve the situation and the 
Study Group has made recommendations for training in SeCtion^Il-D, Jhe 
Study Group has also, noted, in the management ^section* deficiencies in 
OE's administration of the NDSL program, and has* made recommendations 
in this area. But in addition, there is a need for providing educational 
institutions the flexibility necessary to trace 'students and collect and' 
settle loans. , 



* Student Bankruptcies 

The Federal Bankruptcy Lav^as enacted to give-relief to individuals who 
had become indebted to the point that their ability tb tepay, based on 
their likely future income, was remote.^ The purpbse of the law is to 
relieve honest debtors of the crushing burdea of heavy'debt in order that 
they might live a future productive life unencumbered by their paSt 
mistakes. Tha't law, however, is beifTjE^aBysed by student borrowers who 
use it to avoid legally their loan repayment obligations. Recently the rate 
of bankruptcies has been increasing rapidly. 

In response to this abuse, Congress enacted Section 439A in the Education 
Amendments of 1976, precluding a student loan discharge by" bankruptcy 
until 5 years -from the due date of • the first payment unless a court 
determines such preclusion would impose an "uadue hardship on the debtor 
or his dependents." More recently, however, Congress his beer^ 
considering H.R. -6, a uniform bankruptcy law. Section *36*of that bill 
would, if enacted/ repeal the GSL bankruptcy provision. To nullify the 5- 
year nondiachargeability of GSL loans would lead to substantial loss of 
Federal funds and encourage even greater abuse of the GSL program. 

* 

RECOMMENDATIONS 



» /Integrity 

III-E-1 School/Lender Fiscal 1 arrd Program Reviews x • 

* 

iII-E-2 Legislative Amendments-— L, S, and T . * 

III-E-3 ■ L, S, and T — &asic Eligibility and Compliance Actions and 
Staffing 



III-E-4 L, S, and T Regulations 



of 



\ 



ffl-E-5 Collection of Defaulted Loans^— Intra-Goyqrrtmental Cooperation 



III-E-6 Assistance in Locating Student Borrower^ 1 - ■ 

IH-E-7 Preven ting Program Abuse Through Misuse of Bankruptcy - 

HI-E-8 Writeoff of Uncollectabte Defaulted GSL Loans 

'III-E-9 NDSL - Student's Obligation to Repay " 

IH-E-tO Writeoff of Uncollectable Defaulted NDSL Loans 

III-E-ll Prosecuting Perpetrators of Fraud , % 

HI-E-1 School/Lender Fiscal ^nd Program Reviews * 

Recommendation * 

The $tudy Grouprecom mends that; 

A. OE work jointly with State Guarantee Agencies, the Office of the 
Inspector General (OIG), and in coordination with the AICPA to 
develop audit guides and instructions for use in on-site reviews by 

.independent auditors, OIG, and SFA staff. Such guides should cover all 
- phases of the review, including "financial condition, m^feagement 
systems,^ and v coUection activities, as well as student eligibility, 
packaging, and other program compliance areas. 

f > 

B. ^OE, % the Regional Offices, and the "State Guarantee Agencies 
coordinate the on-site reviews of educational institutions and lenders^ 
to prevent multiply and duplicative visits to the same institution. 

C. Required bienniel audits of Institutions ^nd lenders be the foundation* 
ypon which on-site reviews are scheduled. Maximum reliance should 
be placed upon independent auditors, State auditors, and Jhe OIG' tor 

- the-cpnduet of reviews. 

D. BSFA staff concentrate on- performing priority reviews in accordance, 
with prescribed guidelines in (A) above, performing special reviews -as 
deemed necessary and providing support services to institutions. 

E. Procedures be established whereby those institutions which are known 
to be potential high risks can be assigned priority reviews. 

Rationale - * 

« 

.Separate reviews of individuakSFA programs are wasteful of resources 
and a burden upon institutions. Hence, all programs should be reviewed 
concurrently. The legislative requirement for tfiennial audits presents an 
excellent opportunity for systematic and thorough reviews of school and" 
lender administration of SFA programs by professionally qualified people 
without tfte need for a massive staff build-up by OE. In addition, the 
extent that State Auditors would be willing and able \o participate should 
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be investigated. But professional quality ^instructions must be developed 
which reflect the purpose and scope of such reviews for used by those 
performing audits for botf) school and non-school , lenders. The guide 
should provide for a' simultaneous review of all HEW student financial aid 
programs conducted by a school or lender, ft should cover. all aspects of 
those - programs, including student eligibility-* packaging, accounting 
systems, cash management, accuracy of report submitted^ to OE and 
DFAFS, loan practices, and collection procedures. Separate guides 
should be developed for schools and non-school lenders/ 

III-E-2 Legislative Amendments — • L, S, arid T 

Recommendation ^ 

Th^ Study Group reccjfnmends that the Congress amend the authority it 
has given the Colm missioned of Education to suspend institutions from 
program eligibility by providing" that:, 1 1 q " * 

1. An institution's eligibility may be immediately suspended for a period 
of up to 60 days when there is evidence thart an institution is in 
violation of applicable law, regulations, agreements, or limitations, 
and when the likelihood of loss thr6ugh cohtinued abuse outweighs the 
importance of follo^jng customary due process procedures, 

\, 

2. Suspended institutions be given opportunity to appeal but suspension 

remain in effect for the prescribed period unless reversed as the 

result of such appeal or otherwise resolved., 

* - 

Rationale 

Congress has provided specific authority to' OE to limit, suspend, or 
terminate those institutions which do not comply with \Xi regulations and 
rules. This authority is an important instrument in preventing abuse and 
mismanagement and should be put into effect immediately. 

The Education Amendment of 1976, however, permit such action only 
after an institution has received 'due notice and a hearing. While this 
restriction is fully* appropriate in most situtations it does not rec<|ni^e 
the need of OE to be able to take immediate emergency actions in those 
situations where failure to act promptly exposes the Government to 
substantial risk of loss of funds. 



IH-E-3 L, S, and T Basic Eligibility and Compliance Actions and . 
Staffing " ] T~ 

« 

Recommendation * * 

Th6 Study Group recommendvthat the Office of Education regulations' on 
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Limit, Suspend and Terminate'recognize those activities related to the 
responsibilities .of the Division of Eligibility and Agency Evaluation which 
differ from the-responsibilities of BSFA. 

* . • 

The. Secretary of HEW a\id OMB should review carefully OE's 'capability 
to implement new regulations on L, S, T actions. Appropriate actions, 
should be taken to make certain that sufficient staff and other resources 
are-available to meet the need for effective and timely action. 

. " ■ f 

Provision should, be rpade whereby State Guarantee Agencies may be 

delegated authority to initiate compliance action in the GSLP where 

•appropriate. * * 

- Rationale 

The Study Group is proposing that there *be"a twcKStep eligibility process, 
one step concerning the basic eligibility of educational institutions and 
accredinting agencies, the second concerning the financial conditio^ 'and 
management of educatiQnal institutions and other lenders. It is* 
important that the distinction be made explicit in the regulations and 
that the process give recognition to the /^Tferent organizations 
responsible for such actions. 

,The implementation of the legislative mandate, for L,~S and* T actions 
may require a realignment of resources iri Of;. This may suggest the 
need to reallocate existing positions and seek increases in budget 
requests and commensurate appropriations. 

There has been a tendency*in the past to legislate remedies*to curfr fraud 
and abuses in programs witHput taking into consideration the need for 
sufficient appropriations for the administrative costs of such programs. 
In an effort to avert some of the unfortunate circumstances that have 
occurred in the past, this recommendation highlights the need to balance 
program 4 authority with the program's administrative costs so that 
effective control can be maintained, in the management * of complex 
programs. , * 



IIkE-4 L, S and T Regulations * fc 

Recom meridation 

The Study Group recommends that OE afrnend its proposed regulations 
implementing its legislstive authority in Limit, Suspend, or Terminate 
procedures with respect to schools' an'd lenders participating in the 
student financial aid programs ^o: ' * - - 
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1^ Identify the Deputy Commissioner of BSFA as the official responsible 
«, for making Limit; Susperfd and Terminate decisions/ 

f """" % w~ 'fc ' 

2* Provide separately for limit, suspend, and terminate prorie^ngs. Pot 
-example, it should be possible to pursue limitations wmfeut having t<f 
go through 'termination proceedings as presently required in the 
proposed -regulations. The Deputy Commissioner ot BSFA or 

- designee should be able to initiate proceedings under each of these 
provisions in the* order deemed necessary rather than as currently 
specified in the proposed regulation. 

X Detfine "suspend"-to include emergency action. 

Require that where suspension i§ recommended by a responsible source 
■such as Regional Office or a State guarantee agency, the Deputy 
Commissioner for SFA must a.ct oa that request withki 15 days. , 

5. Eliminate ambiguous terms and language with unclear meanings. 
Terms such as "reliable information" and "substantial loss of income? 
should not be used without more precise definition. 

6. Irtstitute a procedure to assure that actions pending or tsken under the 
L, S and T process are communicated in a timely fashion to those 
agencies and offices whose programs are affected by those actions. , 

7. Publish and maintain a, current listing of 'certified institutions. 
Rationale 

The importance and sensitivity of the Liipit, Suspend and Terminate 
process demands that tfre implementing regulations be abundantly clear in 
their usage of language and explicit ab.out the procedures which OE 
the institutions need to follow, seriousness of L, S and T actions dem 
that the"decisionmakers be responsible off icialsTrrthe top echelons «f OE 
•Language such as "reliable information" or "substantial loss of ftfrids" are 
so imprecise as to invite' conteptioa. Consequently, thefeis i heed to 
have a clearer definition of terms so that both O^xitaf f and the 
institutions fully understand their rights -and obttg 
whilfe the procedures for processing limit, suspend, 
may be identical, they are* separate actions and si 
separately in 6ie regulations. The draft regulatio 
Study Grojjp did not distinguish between limitatio 
proceedings. Instead, limitation actions aipse as one 
of a termination proceeding. * 
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Additionally, 
terminate actions 
Id btf dealt with 
avail-able to the 
and ter-mination 
the consequences 



finally, actions taken by.OE in its student financial 
have important impact upon other Federal ai r 
significance to the relationship with an instituti6hj>3 
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Iportant that in, tnoselinstances where an Ifiptitu- 
an SFA prograjnfis^sfy deficient is to. warrfetht an 
thatH other concerned plartles be appropriately notified^ 
itions and others} would find a GOrjent listing erf 
"ul, and it should be available to^them. , 
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III-E-5 Collection <ttv Defaulted Lo^ys \ ~ Intr^Governmental 




Cooperation 



Recommendation 



V 




The Study Group recomm^cb^hat the Secretary seSfc the full cooperation" 
of all, governmental agencies *in attempting to recover amounts due on r 
delinquent and defaulted student loans. Furthermore, tlte feasibility and ' 
legality of "offsetting" delinquent and defaalted loan amounts against 
payments due to the debtor from any governmental -agency should be 
investigated. Examples of such payments that might be Gsetf for 
"offsetting" should include Federal income tax refunds, other OE student 
aid programs, VA benefits, Social Security -student benefits, and wag£s 

from Federal, State, or local governments. f ' # 

\ 

v * Rationale * • 

Since enactment of the Guaranteed Studtfht Loan program, k million 
student loans amounting tor $4.5 billion H^ve beeh guaranteed.. through 
SeptembecJ-976. IJuring this time, $280 mijfitenliave been paid to lending 
institutions for the 282,000 (one out of six) defaulted loans. So far, only 
$25.1 million of this has been recovered by OE. 5 The number of defaulting 
loans is growing- at an increasing rate, and many ofwie loans are 
approaching * the time when the statute of limitations will bar court 
.action. Greater ihtragovernmental cooperation- would help alleviate this, 
broblem, but new procedures and policies are needed. One such policy is 
Wat debts owed to the Government can be offset by Federal -payments^dGe 
the debtor. - t 

The OE collection mandate; is the Federal Claims Collection "Act x>i 1966. 
The regulations implementing Xhis Act require that if collection ff forts 
are unsuccessful, a decision must be made either to terminate collection^ 
efforts or to refer .the defaulted loans tb GAO or the Department of 
Justice for further collection action. The regulations ("Joint Stahtiards") 



5 Ibid. 
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also provide for collection action against those debtors who are receiving 
pay or benefits frbm^the Federal €oVfernment. These Joint Standards 
enjoin Federal agencies to codperate in * these efforts to offset debts' 
against safary or retirement benefits of Federal employees. 

Aside from Federal employees^ the right of offset is sometimes restricted' n 
by law or administrative regulations. .These barriers should be further * 
* exarpin£d to see to what extent it is feasible to change the current rules. 
For example, an offset against an IRS refund is legally possible, 4 but the 
conditions are in some cases difficult } to meet (e.g., joint returns). / 
Howeter, an advantage of this procedure is that it is not linwted' by the 
statute of limitations (if a judgment has been obtained, and due process 
procedures have been followed). 



IH-E-6 Assistance in Locating Student Borrowers 
Recommendation * V 

The Study Group recommends that* OE take the necessary steps to 
reestablish an effective locating procedure 4 through cooperative 
arrangements with the Internal Revenue Service and the Social Security 
Administration. 

Rationale 1 ^ ^ " * 

* 

One of the most serious obstacles to collecting student loans is the lack of 

• current addresses fof borrowers. Students are likely to relocate after 
, leaving school, without notifying the lender of a change of address. Then 

by the time the loan is due'for repayment, it becomes a painstaking 
process to locate the borrower. Many such borrowers are never located, 
and the loan goes into default. . 

There are two other Federal sources of more current addresses" of 
borrowers-^whidr might be usedrin the collection effort.. If the individual' 
, has iilpd a Federal income tax return, IRS would have a recent address.. If 
, the individual wbrte'in employment covered by the Social Security system, 
SSA would y Have the name and address of the individual's most recent 

* employer. ' * * 

• • • o " 



6 \ ' ' 

The U.S. Courttof Claims,yri Cherry Cotton Mills, Inc. vs. United 

States . 59 F. Supp. l22\(Ct. CI. rsi¥5), upheld a Government set off of a 
tax refund against a large past duel indebtedness that resulted from a 
defaulted loan. The court* on pageVl26 of the opinion sard that the tax- 
payer, **%..had no right ^collect mjwjey. from the U.S. when it owed a 
past due dsbt of the^Un^d States. 




Intermittently, OE has been able to assist lending institutions in locating 
missing borrowers through cooperative efforts with IRS. Thes^ procedures * 
have been only marginally helpful because of requiring questiorfes of the 
legality of the prpcedures, because of time lags,, and because^Ot^con- 
fjpcting directions on how to use fhis^service. One of the conflicts tcMje 
resolved is the question of authorization for the release of data. GSL> 
Morm 115^ contains a 'blanket release statement, while IR£ wants a 
specific year release. A resolution of this difference is being discussed* 
T-he Study Group, recognizing the inherent'difjiculties^, urges- OE to renew 
efforts to resolve all of tHe problems which impede the development oi 
such a joint OE-IRS process. 

Because of the difficulties encountered ifiiocating students through IRS, 
and to provide an alternative method to fill in and back up the data 
gathering ^pfccess, the Study Group is also recommending that a 
cooperative arrangement be developed for data collection with the So<fial 
Security Administration. Data from SSA can be used where IRS data is 
not available or the SSA data is more current. Through the maximum use 
of both these data sources, it would be possible for OE to develop a more 
effective syatem for locating borrowers. 

s 

\ * 

IH-E-7 ' Preventing Program Abuse Through Misuse of Bankruptcy n 

Recommendation 

fc- — , * 

The Study Group recommends that f HEW take a position opposing^the 
enactment of Section ^36 of H.R. 6, H A Bill to'Establish a Uniform Law on 
the Subject/of Bankruptcies, 0 which would repecil Section 439 of the 
Higher EdticatiorN^mendments o$ 1976, which provides for ^the 5-year 
nondischargeability fcrf certain student loan debts. " . \ 

- Rationale ~ V 

There ^as been a growing problem in the GSL prograpi in .recent years of 
studefttl borrowers filing ior bankruptcy soon after completing school, and 
thereby^ securing cancellation of their GSL loan obligation. .More than 
3Q,000 c^lctims to date, amounting* to over $35 million, are attributable to p 
studentsi filing for bankruptcy, and the'rate of bankruptcies have been 
increasing rapid!?. . . * 



In response to this problem, Congress'enactecTa new Section 439A of the 
Higher Education Amendments of 1976. This section provides that- a, 
student loan cannot be discharged by bankrupt£y for a period, of 5 years. 
More recently, however, Congress has been considering Section 436 of 
H.R. 6, a uniforrn bankruptcy law which would, if enacted, repeal the GSL 
bankruptcy provision. To nullify the 5-year nondrschargeability of GSL 
loans would lead to substantial loss of Federal funds and encourage eye^^ 
greater abuse pf the GSL program. The Study 6roup strongly enduM WP 
Qeejd tor this provision i^ tFie GSL probram ijvorder to protectee ^^p^^^ 



^^feS uriW ^rranted losses through bankruptcies, and it encourages 
aftduE to oppose SectioQ 436 of H.R/6 in its present form. 

HI-E-S. Writeoff of Uncoilectable Defaulted GSL ifoAffs * 

Recommendation v ^ # 

The Study Group recommends that OE take actions to implement its 
authority to writeoff uncoilectable, defaufte^J .GSL loans after, all 
administrative 'and legal actions have been exhausted! Controls should be" 
established prevent any individual borrower, whose loan has been, 
written off under this proyisiorTlVom receiving any* f brm of OE student 
finaocial aj4 in the future^ unless^ restitution has been 'made by the 
borrower. • . \ " > 

■Rationale 1 * > 1 * 



Although OE h&s had the authority to writeoff" uncoilectable defaulted 
GSL loans^ it has iailed to use this authority.* OEVprocess for acting on 
defoultfcd loans haS'been to make, an inrftal attempt to collect and then to 
^^wile the loan files of all . those who did not respbnd. to initiej 
(^JBtion 5tte*npts. Second and* third steps in the procedure to exhaust 
$11 methods of collection have not been takeft. Lack of fofJow-fhroqgh in 
collection efforts is a- contributing factor, in the continuation of abuse of 
the GSL program. Once the methods available have been , exhausted 
without success, however, there is no point in carrying the loan on tHl 
inventpry, and it should he written off. * : 

If OE must write off a loan t as uncoilectable , the'Study- Group belteves 
that OE should take steps to try to prevent that individual fxojkjezeiving 
any further benefits under its other student f i nan c iaLa*4-pf5gfam s. t Ong 
such step might be to publish a list of the individuals whose loans have 
been- written off and circulate this list to the BECV^P^ocessor anc^ 



192 



• t 

educational institutions which 'adminster the cagnpus-basfed programs. 

Awther w.auld be to include" information about written off loans -oo a 

student's transcript. ^ 




III-E-9 NPSL — Student's Obligation to Repay 



Recommendation 

n — \ * 

The,Stydy Group rec</mmen<4$ that OE should insisl^that institutions design 

all documents 'given to tbTe student borrower to reflect the student's 
" repayment obligation to the Federal Government as well as tp the 

institution from which he has borrowed. The pcomissory note, the payout 
1 note, and. the repayment schedule* as well as all billing communications 

should make it clear that the Fecteral Government has an interest in the 

transaction. . 

Rationale. " 

x NDSL monies awarded the institutions are given themm trust r conditioned . 
up$n their willingness to <iallect loans and insure the'revolving capability 
of the loan fund. At such time as uncolrlectabje notes are Assigned to OE 
the borrower becomes obligated to the 'Federal Gdvernment. If t the 
borrowers" understand that the law enforcement agencies of Government 
can take action against " the mr is assumed that they wifi/take their 
obligation more seriously and be lesls likely 1 to default. 



IH^-10 Writeoff of Uncollectable Defaulted NDSL Loans 
Recommendation ' ■ 

0 

The Study Group recommends that OE promulgate regulations* prescribing 
procedures for participating institutions to reclassify delinquent loans &s 
uncollectable, thereby relieving institutions- of respo/isibility^for further 
collection efforts. 

The Study Group further recommends that Institutions be allowed to write 
off loans after diligent efforts- to collect have failed Institutions should 
be given greater discretion r as to what constitutes duef diligence! The cos t 

of collection in ^elatiart to the amount collectibl^ should be a'factor in 
write off decisions. Jm f 
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^Rationale 

Currently, there are io usable guidelines for institutions to use in writing 
off uncollectabte NDSL loans. The OE possesses authority to issue such 
giudance by means o^: Regulations. The magnitude of the default problem' 
.is jnasked when no distinction is made between loans for which active 
collection efforts are 
to be uncollectable. 



•being made and .thoSfe which have been determined 



The* tremendous backlog of uncollectable loans represents an. intolerable 
burdetf to .the. institutions andis not conducive to the kind of thorough and 
precise resolution of defauftecTloans which might result in tfoeir reduction* 
The institute's determination that a loan is uncollectable does not mean, 
however, that* the fiie could not be reactivate^ if the borrower later 
offers td repay, for example, as a .condition oi^ readmission to "the 
institution. • • * 



II1-E-11 Prosecuting Perpetrators of Fraud 
Recommendation • * ^ 

The Study Group recqjnmends that>OE mkke an effort to prosecute 
individuals through the courts, based on the provisions of .the Education. 
Amendments of 1976. , - . 

Rationale ~~ ^ 



A program which can be violated with impunity by a few will ultimately 
be violated By many. -Individuals who receive Federal aid or who 
Administer the aid available to others are the bearers of a public trust, 
and they should clearly understand the nature arid extent of' this, 
responsibility. Those that abuse that trust should suffer the legal 
consequences of their actions.., A few successful prosecuti<&6 would do 
much to eliminate fraud and abuse. * * * 
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APPENDIX A 



LISTING OF STUDY GROUP RECOMMENDATIONS BY ACTION REQUIRED: 
LEGISLATIVE, REGULATIVE, OR ADMINISTRATIVE* 



Legislative 
Action * 



Regulative 
Action 



Administrative 
Action 



■ I-8-4-Phase out of 3 fetter 

Proqedurfe 1 

I-B-5-Sin^le Se-t of Eligibility j 

Requirements * j 



I-B-l-Two Step Eligibility « 

I-B-3-Certification and 
Compl iance 

I-B-6-Approval 6f State 
Agencies 

I-B-9-Contracting with Non- 
eligible Institutions 



I-B-2-Determination df Blsic 

El igibility 
I-B-7-Strengtben State % 

Participation 
I-B-8-Jnformation Networks on 
' -Eligibility 



4 



r-C-1 -Common Student Eligibility j 
^ Criteria ! 
^C-2-CGrmon Definition of need. -! 

I-C-8-DurStion and^ujiding 

Limitations for CW-S ; 



7' 



I-C-3-Establishment of Student 

Budgets - 
I-C-3(2)-Budgets^made * 
Consistent wtth 
Publications 
• lTC-4-Definitvon of independent 
Students 

. I-C-5-Use -.of. Need* Analysis Sys-; 
tern for Independent Students 
I-C-7-Progress Requirement 
I-C-10-Correspondence Students 



I-C-6-Equitable Packaging Pro- 
cedures' 
I-C-9-Part-time Student 



*These categorizations were made without benefit of consultation with legal* counsel [. 



Legislative 
Action 



Regulative 
Ac tion 



Administrative 
Action 



II-B-l-Conceptual Framework 
for St£te Allocation 
and Institutional 
Application 
Procedures . - 



\ 



I-D-l -Unregulated lender* 

Requirements 
I-D-2-Lender Certification 
I-D-3-Agreement£Provisions 
I-D-8-Good Lender Portfolio 

Management Practice 
I-D-9-Trafining far Lenders* 
I-D-13- Implementation of Escrow 

System ' 
I-B*#4-Responsibi lities of 

Educational Institutions 
Whic^o not Participate 
as Lenders in GSLP 
I-D-16-Certification and LST 
Processes - State 
Agencies 



! I-D 
I-D 

| 

! I-D 

: I-D 

i 

1 ii 

I 

Li-D 
I-D 
I-D- 



-4-Reporting and Control System 
•5-HEW AuiJit Guidelines 
-6-Lender On-Site Compliance 
Review 

-7-Improving Communication 
-10-Encouraging Increased State 

Participation 
-31-Models'of Effective State 

Practices . 
■12-Development of Regulations 

Pertairting to GSLP 
•15-^Review Q5LP Parti ci pat fee 

of Won-Lenders 
•17-Joint OE and State Agency 

Site Visits 



i 



\l-B-2-Revising the )0% 

Discretionary^ Funding 



; II-B-3-Revising the State- 
Allocation formulas' 



Legislative 
Acti on ^ » 


Regulative 
Action 


Administrative 
* x Action . 


II : C-4-Real location of Funds 

ip NDSL, $E0G and OW-S \. 

C2, 3) 

* 


II-C-2-0eveloping a New 
Institutional 
Funding Process 

i— 


I I-C-l -Requirements of Any Funding 
Process 

II-C-3-Establishment of % Working 
Group 


IJ-D-6-BE0G Appropriations 
Procedures 


II-D-^-Base Year Family 
Financial Data 

II-D-5-BE0G as a Foundation f 

II-D-7-BE0G Application 1 
Oeadline 1 

II-D-8-Valida"tion,of Infor- 
mation with Income 
Tax Records i 

II-D-9-Us.e of GSL Funds to • * 
ouDSLiLute tor parental* 
Contributions 

I I-D-10-Coordi nation of SFA 
and Public 

Assistance 

* 


f II-D-l-Simplification of Student 
Application Process 
J*-D-3-Data Validation , ' 
r II-*IM- Identification of Common 
\ U Data Elements 

I V ' 

i * 

1 

* • 


* 

\ 

« 

» 

» * > 

; 1 -• i 


I I- E-8- Student Borrower 
Counseling 

* 

— *~ : — _ 


I I-E-l^Coordi nation of Information 
Efforts 

II-E-2-State Agency Information 
' Efforts 

T T-F-l- Tnc ti ft it i An a 1 InfAnnaH on / 

** L Li lULiunai inTorvna 1 1 on 

Efforts ^ , 
II-E-4-Scop6 of Information 'Content 
I I-E-5- Information Dissemination 

Audiences ^ 



Legislative 
" Action . 



Regulative 
w Action 



Administrative 
Action 



II-E-6-Lender, Assistance in 
— Dissemination qf \ 
j Informations * 
II-E-7-Listing of Active Lenosrs 



* II-F-3-Altefnate Disbursement i II-F-l-Contrpl^^ifient of Funds 
System . ^ II-F-2-Verif ication of Cash Uti- - 

3I-F-4- Payments by Institutions!" lizatioh Reports 

to Students | 



III-B-l-Organization and 
Staffing . 



in-B-2-tohbining NHPFlt,P 

-and GSLP 
III-B-3-Personnel Management 



III-C-12-Policy Changes- 

7) v , 

III-C-13-Pol icy Changes N - 
.BEOG (2) * / - 

III-C-14-Policy Changes -J' 
Campus-based Programs 

III-C-15-Policy Changes CW-S 
Student Earnings 

JII-C-16-Payment of^dm. V 
Allowance to School/ - 
Appropriation Need?* < 



III 

in 
i n 



-C-8^Statement of Intent 
t 1 and Purpose 
-£%13-Policy Changes BEOG 
(1, 3,' 4.) 

-C-17-Clarifying 
' * Responsibil i ties *of 
Schools ' ' * 



I II-t-1- Internal Manageitent Infor- 
mation Reports 

Ill-^-Collection of Data 

III+C-3-Computer Use 

III-C-4-Control Over ADP Procurement 

III-C-5-ConscJlidation of Financial 
Reports 

III-C-6-Reassessment of BEOG Program 
III-C r 7-Coordination With Others 

»j Federally Supported SFA 

V^ 4 *** v . Programs 

✓ltl-C-9-Streamlining the Regulation 

) f Process 
III-C-10-Development of Program 
^Manuals 



Legislative \ 
Action 


Regfflative 
Action 


Administrative 
Action 


« 

A 




III-C-ll-Establishment of Support 
Centers , ' 
m Iir-C-18-Finantial Aid Transcript 
i ii-t- ly-raymeRt ot uisaDinty 
Claims 

III-C-20-Access to Student Loan 
Records ** v 

IIi-C-2V-ReassessmerTt of SFA 
Programs 




• < 


III-D-l-Training * ^ 


III-E-1 and hKe-2-L, S, and 

T Amendment 
III-E-7-Preventing Program Abuse 

Through Misuse of 

Bankruptcy 
III-E-8-Write-off of Uncollectable k 

GSL f 

/ 


III-.E-3-Basic Eligibility and 

Conpliance Actions 
III-E-4-L, Si T Regulations 
III-E-10-Write-off of-Uncof- 
' lectible Defaulted 
t £SL Loans 


III-E-*5-Collection of Defaulted 
Loan-Intra-Governmental 
Cboperatipn 
III^E-6-Assistance in Locating 

Student Borrowers ^ 
III-E-9-NDSL Students Oblication 

v to Repay 
1 1 1-E-l 1 -Prosecuti ng Perpetrators 
of Fraud 
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APPENDIX BT 



TOPICAL LISTING OF STUDY GROUP RECOMMENDATIONS 



In reviewing the Study Group's recommendations for solutions to the 
'urgent problems faced in the administration of Student Financial Aid 
programs^ several categories of recommendations emerge. Throughout 
the mljor«sections of the report there is a persistent call for reduction of 
fraud and ^ abuse, standardization, simplicartion, coordination, and 
conrimunication^etween programs, between regions, between guarantors, 
' between data processors, etc. There are many recommendations which 
impact on States some: which impact on Regional Office activity, and 
some calling for further study. Based orr the$e and other recurring 
categories, the following topical abstracts of -the* relevant portions of 
recommendations has been prepared. ■ 



« * 
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Reduction of Fraud and Abuse* 



Establish a, two-step institutional eligibility 
process. ^ • % 

Include an institution's ability to marfflie SFA % 
programs and assume fiscal responsibility and > 
accountability -for Federal funds .as a -factor in-* 
granting certification. An annual review for * 
the renewal of -certification should be made. 

Establish an information network on eligibility. 

Control the educational services that are con- 
tracted- between an eligible and non-eligible 
institution. 

Develop a common methodology for developing 
student* expense budgets. 

Eliminate possibility of twice including living 
allowances in determinirigj-ieed for self- % 
f supporting students, * - 

' ■* / 

Establish requirements for non-regulated lendfrs. 

Establ ish # standards for certifying educational 
institutions as lenders.*' * . 

Design a formal agreement or contract with lenders 
which outlines the obligations, limitations and 
sanctions onllender activity. 

Establish a reporting ^and control system to meas- 
ure performance of non-regulated lenders*. 

Develop HEW audit guidelines.* 

Establish regular on-sjte compliance reviews of 
lenders. . • 1 ' # J 

Encourage good lender porti folio management 
practices. 

Clearly define authority of^States in the L, S, 
and T process. , ' ' * y 
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II-B-2 . Revise assignment of 10 percent discretionary 
funds. * < 

II-D-2 Use only verifiable year-end family financial 

data in determining awants. 

II-D-3 Establish coordinated data validation as part 

of the CFADC . , 

II-D-8 Require State and institutional, validation of* 

financial information with Income Tax records. 

II-E-8 Provide student borrower counseling. 

II- F-1 Establish controls to insure that improper 

payments are, not made through the DFAFS system 
and that payment authorizations are deobl igated 
in a timely manner. ^ 

II-F-2 _ Verify Cash Utilization Reports to sctool 
-accounting records. 

III- C-1 * -Issue internal management reports suitable to' I 

alert managers to potential and existing problems. 

:iI-C-6 Reassess and improve BE06 program reporting so as 
/to make it suitable for preventing abuse. 

[II-C-10 " Develop and disseminate a set of intergrated 

^ - guidelines or'mamuals governing all 0E f 'SW*V * 

programs. 

:iI-£-ll . Establish Regional Support Centers. 

[II-C-1 2-1 Defifie a defaulted NDSL Joan and issue institu- 
tions on handling of defaulted NDSL loans. 

:iI-C-12-2 Establish .flexible limits on the^NDSL grace 
period and loan* payments amounts. 

III-C-12-5 Permit institutions to write-off certain NDSL lo£ns 
after diligent collection efforts have failed. \ 
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IU-C-13 



in-c-17 

III-C-18 
III-C-20 

* 

-III-D-1 
i 

' III-E-2 
III-E-3 

III-E-5". 
III-E-6 



III-E-7 



Give institutional -student financial aid admin- 
's tra tors di^cretionary^Suthority to deny or 
Limit the payment of a BEOG for a prior academic 
peri'od(s) if such a disbursement of funds results 
in an aggregate award that exceeds the students 
financial aid package. 

Dfefine responsibilities of educational institu- 
tions to include verification of student-prdvided 
information on income, and recovering overpay- 
7inents. 

^Encourage usa of; Financial Aid Transcnpts. 

.Allow easy access to central loan records. 

Give incentives and guidance to encourage develop- 
patent of a 'comprehensive training program. 

* 

Conduct concurrent -school and lender fiscal and . -. 
, program reviews of all HEW, SFA programs. 

'\ ' ' * o 

f Amend legislation to authorizing the Commissioner 
to immediately suspend an institutions 1 eligi- 
bility up to 60 days, under certain conditions. 



Balance program authority with program adminis- 
trative costs to allow effective controls. 

«» 

Amend proposed L, S> and T regulations . . 

Obtain irrtra-governmental cooperation in the 
- collection of defaulted loan^. 

Obtain IRS and Social Security Administration 
assistance in establishing effective procedures 
for obtaining current addresses of student 
b&rrowers,. r 2 



- Oppose any attempt to repeal current auttpfnty 
' to prevent for five years discharge of lo)n 
debts, through bankruptcy proceedings. 
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Paperwork Reduction 



I-C-2 Establish common definitions of Student Eligi- 

bility. Define "need" to mean the same thing 
in/SEOG that it means in BEOG. 

^ • 7 i 

II-D-l Establish a student appliction process whfch 

requires a student .supply financial data^only 
once a year/ 

*# 

II-F-3 , Consider phase out of BEOG - ADS. 

III-C-1 Shorten the inst4tutional applications?*?,,' 

I I 1 Consolidate alternate Disbursement System into 

^ a single administrative unit. 

III-B-2 Combine the National Health Professions Guaran- 

teed Student Loan JL/ogram and the GSLP adminis- 
trative urvits. 

1 1 I-C-2 Coordinate and consolidate data collection 

, and use sampling techniques. 

III-C-5 gtpn^ol idSte Financial Reports and reduce the 

amount of statistical data requested;- 

IIIrC-6 ' ^ .Reassess* value of the % BE0G Prqgcess Report. A 

^WJ-C-9(2) Consolidate the SFA regulations. 

Ill -C- 1 2(1) Eliminate cancellation provisions in the NDSL. 

1 1 1-C-l 2(6) Devise methods whereby loans of students having 

more loans in repayment status could be con- 
solidated. Such consolidation would eliminate 
duplicated notes, repayment schedules, etc. 

I1I-C-14 Eliminate the SEOG matching requ4rement. 



ERIC 



Communication and 1 Exchange of Information 



I-B-8 Establish an information network on Eligibility. 

I-D-7 Improve communications between guarantors afid 

participating lending institutions. 

i 

I- D-12 Schedule joint meetings of Federal State and 

private non-profit ageocies administering GSLP. 

II- E-1 Establish a clearinghouse for all student aijti 

information activities for Federal, State, J . 
institutional and community-based programs. 

II-E-2 Plan a program of cooperative activities with the 



* 



States and provide incentives to improve and 
expand State initiated information programs. 



LI-E-3 Make additional efforts to promote and enc^rage 

institutional initiatives for better information 
dissemination programs. 

* II-E-4 . Establish a network to assure updated communi- 
cations' on actions, pending or taken under the L, 
/ % S, and T process to those agencies and offices 

whose programs are affected. 

II-E-6 Obtain lender assistant ir> dissemination of 

student financial aid information. 

II-E-7 Develop and provide a current list of active 

GSlP lenders. 

II-E-8 Counsel student borrowers. 

III-C-1J1 , Develop and disseminate a set of integrated, 
v " guidelines or manuals governing all 0E--5FA * * 

programs. 
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impactr on States 



I-B-2. In the determination of Basic Eligibility, 

place continued reliance on the partnership 
between Federal agencies, State agencies, and 
approved vofantary^accrediting agencies. Con- 
sider State chartering and' licensure 
criteria. 

I*&-4 ■ Continue the procedure by which the Commis- 
sioner recognizes State accrediting agencies 
which approve "quality of training in Nursing 
Education and -in Public Postsecondary Voc- 
ational Schools. 

I-B-6 ' . Recognize and utilize State accrediting, * 
and licensing and charter, agencies as supportative 

i-B-7 resources in the s^me manner as are private 

accrediting agencies. Furthermore, strengthen 
the role of these State agencies. 

1-3^8 Establish a formal national information 

exchange network relating to basic eligibility 
issues including State accrediting licensing 
and charter agencies. ' 

I-D-3 Design formal agreements or contracts with 

lenders annually outTfhfhg obligations, 
limitations and sanctions on lender activity. 

I-D-4T Establish a reporting and control system To 

measure the performance of lenders. 

I-D-7 Improve commurvi cations with lending 

institutions. 

I-D-8 Encourage good lender portfolio management. 
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I-D-9 
I-D-10 

i-b-i'i 

I-D-12 



I-D-14 



I-D-16" 



I-D-17 



II-B-1 



II-B-2 



II-B-3 
II-C-4 



II-D-1 



Sponsor a required program' of training for the' 
staff of all participating lenders. 

Increase .efforts to encourage additional States 
to participate in the GSLP. 

Determine best methods of State program admih- 
. istration for new States to follow. 

Conduct joint meetings of Federal, State,-and 
private non-profit agencies in GSLP to facli- 
tate the development and implementation of new 
regulations. 

Assist in the development of a clear definition 
of the responsibilities of educational institu- 
tions which are not lenders. 

M<3re clearly define the authority of the State 
in the L, S/ and T Process. 

Explore the possibility /of cQD^Lictinq jo*»£ 
site visits with State ageffcies. 

* 

Give priority consideration to the incongru- 
ities between procedures utilized to brings 
funds to States and those used to dRstribute 
funds within States*. 

Allocate the ten percent discretionary funds 
\n a jnanner consistent with the institutional 
funding process outlined in II-C-1 and iI-C-2.*, 

" • * 
* Revise the State Allocation Formulas. 

*» 

Extend authority to permit regional offices to 
real locate. funds in the NDSL, SEOG, and CW-S 
programs to permit movement of funds outside 
of a State, within the region /if there is no . 
naed for that funding within the State from 
which it was deobli gated. 

Adopt a student application system which 
requires a student. to^supply familV financial 
data only once a year for participation in 
State agency and other aid programs. 
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f 

Identify the conpon data elements which would 
permit the implerrentation of the CFADC- f or 
academic year 1978 - 79. 

Consider a potential award of BEOG in all cases 
before any need based award of Federal funds is 
author UejTipr an eligible student. 




Establ [sh>aAclea^inghouse for all student . " 
infomStlorrprograms including Federal, State, 
irtstitutional and community based. 

Plan a program tffi cooperative activities with 
the States and provide incentives to improve 
and expand S^ate initiated information programs 

Allow State Guarantee Agencies to initiate com- 
pliance action, in the GSLP where appropriate. 

CtevelQp audit guides and instructions for use 
jn on-site reviews by independent auditors the 
OIG and SRA staff. ; ' * ■ 
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SimplSif icatioji 



V 

c 



II-B-3 Revise State alloc&tfon foniiulas. 

II-C-1 Design an Institutional Funding Process 

simple and straightforward.. 



II-C-4 Give Regional Office final authority to re- 

allocate'regionalty dfeobjigated funds in the 
campus-based programs. 

.II-D-1 Simplify the student application process. 

II-D-6 Change the BEOG appr6priation procedures. 

III-C-2 Reduce data required from institutions. 

III-C-5 - Consol idate* financial reports now required of 

SFA programs and reduce the statistical data 
on the Fiscal Operations Report. 

III-C-6 Reasses &E0G reporting procedures. 

III-C-9 , Streamline the regulation process. * 

III -C- 1 3-2 Permit the use of*average costs rather than 

actual tosts for campus room and board. 

1H-C-14 Eliminate the distinction between SEOG Initial 

- . .Year. and SEOG .Continuir\g. Year. 



*v ' *V 08 \ 
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Studies and Research Recommended 



I-C-9 



II-F-3 

III-C-3 

III-C-6- 
III-C-16 . 

III-C-21 




Study the long-range impact of Dart-time 
students on postsecondary education- and clarify 
definitions, the necessity for a separate set 
of student expense budgets and need analysis 
system, as well as explore the educational, 
opportunities available to this group of 
students. 

Reassess the BEOG alternative disbursement 
system. ; 

Conduct a full scale review pf all SFA computer 
operations. 

» 

Reassess the BEOG Progress Report,/ 

Establish* appropriate administrative allow- 
ances to schools through a representative 
sample survey to identify the costs involved. 

I 

, Conduct a major study to reassess SFA Programs 
(eg. to determine whether they are fulfilling 
thai ^intended purposes for various popu- 
lations; the.ranrif ieations of expected changes 
in the size of the eligible populations; the 
extent to which the SFA programs are'atjetting 
th?. shifting of conventional State and institu- 
tional funding responsibilities to the Fecferal 
Government; and alternatives to the -current S,FA 
programs). K ' - 

S^udy feasibility and legality of "offsettin 
delinquent and defaulted loan amounts against 
ents due r tO' the -debtor from any govern- , 
mental agency. 
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Irflpact on Regional "Offices 



Perform the on-site compliance review functions. 

Consult regularly with representatives of 
lending institutions. : 

Arrange jpint program reviews with State 
agencies/" ' « - 

Give Regional Offices final authority for the 
reallocation of' funds. * * ' 

Develop a clfear statement of authorities and 
responsibilities for the structure and activ- 
ities of the RegionaFOffices. 

-* ■ 

Use the Regional Offices support centers, to 
give technical assistance arrd training to 
schools* lenders, and students under consistent 
- policy direction!,, „ j 

Provide training for, Regional Program Officers. 

Pa rtic ipate in on-sjte reviews of educational 
MnftTtution$ and lenders. 



• < . - . /* 



I 

210 



1 



V. ' ' 

Standardization 



Standardize institutional certification 
requirements. ~~ ' • 

Establish consistent criteria for Stud^ht 
Eligibil ity. - 

Determine a common or at least more percise 
definition of need for the various programs- 
Develop, a common methodology f^r Student 
Expense Budgets. 



ifitfrf i 



Promote a common interpretation of policy in 
the GSLP. - 

Establish uniform standards, techniques and 
procedures used in*the funding process. 

Establish a common financial aid data 
collection system. 

Establish standard policies and procedures for 
Regional Office operations. 

Develop common job descriptions for SFA ^ 
staff at Headquarters and in the regions. 

Clearly state the- purpose of each of the. 
programs in language common to all programs. 

• . ** ¥ 

Give consistent policy direction to the 1 
Regional Offices ^so that unifoiyi interpretation 
of rules, regulations -and program-management 
directives is achieved. 

* * 

-Encourage the development and use of a stand- 
ardized financial aid transcript. ' 
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Budgetary Implications 



-_.J-.C-3 

I- C-4 
I-D-13 

II- D-6 

II-F-3 
III-C-12 
lXl-C-13 

III-C-15 
III-C-16 



Establish standardized Student Expense Budget 
Standards: 

Redefine, th* "independent 11 student. \ 

Implement the Escrow Systera. 

Change the appropriateions> procedures for the 
BEOG Program^'. / 

Reassess the BEOG : alternative disbursement 
system. j ^ 

Drop the cancellation provisions in the NDSL 
Prograrrr. \ 

Time tfie development of BEOG payment schedule 
to allow for its distribution at approximately 
the same time as the\re1ated BEOG application; 

Allow institutions t<| Varry over unused CW-S 
funds from one award* period -to another. , r 

Pay institutions an jallowance for costs 
incurred io^dministjering SFA programs. 



Training - 



I-C-3 v , Support the development and publication 
of a manual of budget construction which 
' includes information on training student 
financial aid officers. 

T-D-7 . Provide additional training on the manage- 

^ ment and^dmini strati dn of student loan 

* portfolios. 



I-D-9^ Sponsor a required program for' 

t the staff of alt participating lifting 
institutions. 

Sponsor negujfcr workshops^ to preset infor- 
mation on the responsibilities of eligible 



I-D-H 



mation on the respons 



educational institutions. 



II-E-j$_ Make additional "efforts and conduct train- 

seminars to assist institutions to 
• - * ./develop better information materials.- 

, • 
III-t-10 Give immediate attention to the development 

< and dissemination of an integrated set of 

manuals governing aW«financia1 aidprograms 
administered by the Wreau of Studertt F4nan- 
cial Assistance. 



3 • 
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Coordination 



I-D-17 Conduct coordinated visits to lenders. 

II-C-V ^-^^equential Ty coordinate tlj^pfunding process 
^to accommodate varying 'calendars, 

II-D-3 Establish coordinated data validation as 

part of thfe common financial aid data 

- collection system (CFADC). 

* *t 

II-D-10 , Coordinate the delivery ©4 student 

Financial assistance awarm with Public 
Assistance Programs. 



nstar 
wide 



II-E-5 • Provide a coordinated picture of all SFA 

programs. 

. IlI-B-1 Administer all SFA programs through a 

single administrative unit. 

4 

III-B-2 Combine the administration^ the GSLP 

and National Health Professions Loan 

' Program. 

• - - t f 

III-C-5 ' Consolidate annual progress reports in the 

* , , Campus'^ased and BEOG programs. 

v \ 

III-C-7 ^ ^ Coordinate the Office of Education Student 
Assistance Programs with other Federally 
supported SFA, programs. 

*■ « * 

; III-C-9 f Cbordinate regulations now being written 

for the Education Amendments of 1976 with 
a& each othe£ as well as with existing regula- 

w .tions. 

4 "'rll-C-IO Develop and disseminate an iniegratefl set of 

# guidelines or mariUals governing all SFA 

programs. 

III-C«J2 ^ Consolidate loans in repayment status to . 
> reduce multiple payments. 
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APPENDIX C 



•CHARTER" 
Student Financial Assistance Study Group 

PURPOSE 

The- Secretary is responsible for the administration of the various student 
financial assistance programs^andated fey,-statute, cpdif ied at 20 - 
USC 1070a; 20 USC 1070b et 'seq.; 20 USC 1070c et seq.y 20 USC 1087c; 
20 USC 1087aa; and kl USC 2751 et seq. Wese are the Basic Educational 
Opportanity Grants programs, the Supplemental Educational Opportunity 
Grants program, the Grants to States for State Student Incentives program 
the Grants and Contracts for Training and Research program, the Direct 
Loans to Students in Institutions of Higher Education program, and the 
.Work-Study. Programs. The complexities of these programs and the result- 
ing difficulties in their administration require the review and recommenda- 
tions of .a special study group. 

AUTHORITY 

20 USC 1233a. ' 



This study group is governed by the provisions of the Federal Advisory 
Committee Act (Public Law 92-463), 5 USC App. I, which sets forth - 
standards for the formation and use of advisory committees. 

FUNCTION 

The Student Financial Assistance Study Group shall advisf the Secretary, 
the Assistant Secretary for Education, and the Commissioner of Education, 
concerning the issues 'involved in providing financial assistance to students. 
The Study Group will review the implementation and current status of 
the programs involved; analyze substantive organizational and managerial 
problems, including the relative roles of the Federal Government, State- 
governments, and the private sector; and develop recommendations to 
correct these problems. * > 

* < ' * 

In order to achieve maximum sensitivity to the concerns of provider 
institutions, the financial community, students, other interest groups, 
and the general public, the Student Financial Assistance Study Group 
shall hqld public hearings at various geographical locations prior to the 
preparation of its recommendations. 
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STRtJCTURE \ 

The' Student Financial Assistance Study Group shall be composed of not 
less than seven nor more than twelveTmembe^fali of whom shall be 

• designated by the Secretary, including the <fhairperson. Members shall** 
b£ selected from persons of Outstanding expertise in the fields of higher - 
education, large-scale student financing systems, management of public 

. financial institutions, and the application of data processing systems 
to public financial/management operations. \ - - 

MemSefs shall be invited to serv£Ior*a term not taexceed one year. 

Upon request of the chairperson, the executive secretary may arrange 
^for the appointment of the Study Group of one or more consultants who 
have specialized technical knowledge relating to the administration of 
these programs, e.g.,' a university stucJent financial-aid officer. Such 
consultants shall not serve as members of the Study Group but shall be 
available for consultation upon request of the chairperson with the 
advance approval of a Government official. 

The Secretary shall designate a*staff director and an executive secretary, 
who shall be responsible f<g> support services. 

MEETINGS ' f 

In addition to public hearings, ^meetings shall be held approximately three 
times each nponth at the call of the chairperson, with the advance approval 
of a Gover&fient official who shall alSo approve tHe agenda. A Government 
official shall be present at all meetings, 

"Meetings shall.be open/to the public except as determined otherwise 
by the Secretary; notice of all, meetings .shall be given lo the public. 

Meetings shall be conducted, and records of the* proceedings kept, as 
required by -applicable laws and, Departmfental regulations. 

* * * 

COMPENSATION \ / , 

Members who afre not fulf-time Federal employees shall be paid at the 
rate of $100.00 per day, plus per diem and travel expenses in accordance 
witjj Standard Governmen^Travel "Regulations. 

ANNUAL COST,ESTIf^\TE k 

Estimated annual cost for operating the Study Group, including compensa- 
tion and travel expenses for members "but excluding staff support, is 
$169,408. Estimated annual person years of staff support required is 
3.5, at an estimated annual cost of $79,37*. 

216 . , 
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REPORTS 



The Study Group shall advise the Secretary, the Assistant Secretary 
for Education and the Comriussioner of Education. Such advice shall 
be submitted through periodic progress Reports, a final report submitted 
six months after the Study Grbup meets for the first time, and such' 
other reports as Requested by the Secretary. 

The final report shall contain, as a minimum, a list of members and 
their addresses, the Study Grodp's^functions, dates and places of meetings, 
and a summary ot Study Group activities, findings and recommendations. 
A copy oMhe report shall be provided to the Department Committee 
Management Officer, and the Office of the Secretary Committee Manage- 
ment Officer. 

TERMINATION 6 ATE- * 

Unless renewed by appropriate action pcior to itsexpiration, the Student 
Financial Assistance* Study Group will terminate not later than one year 
from the date this charter is approved. 



Aug. 27, 1976 



Is/ David Mathews 
Secretary 
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SCHEDULE OF MEETINGS AND tlEARlNGS 




DATE OF THE MEETING 


LOCATION 


PURPOSE OP, THE MEETING 


SUBJECT OF PUBLIC HEARING 


October 28-29, 1976 


Washington, JJ^Jk 


the Federal perspective oft current 
student ai d nrohl pttk 


No hearing held. 


November 31-13. 1976 


Washington r-D.Cl 

« 


Discussion of an organization and 
concept for the study. _ 


UVCI ¥ lew Ul o LUUcilL 

aid problems . 


December 8-9, 1976 


Washington, D.C. 


Review is%u£ papers on eligibility 

AnH luini n frAininn rormrtnonHAti nnc 
an u wxz y in ii am i n y r cuuitiiiciiua c i uiio • 


No hearing held. 


laniiAvu A 7 Q 1Q77 
■ January 0-/~O, 17// 

J _ 


San Francisco, * 
California 

* 


Review issue papers on the Delivery - 
System and firm-up eligibility 
recommendations. 

— 'm : - 


Eligibility 


February 3-4-5, 1977 


Dallas, Texas 


Review issue papers on Management 
and Integrity, frame recommendations 
on Del ivery Systems and reach 
tenative conclusions on eligibility* 


Delivery Systems 


March 3-4-5, 1977 
I 


Chicago, 
Illinois 


Complete review of management and 
integrity, firm-up recommendations 
on Delivery Systems, and b^in 
framing recommendations on 
management. 


Program Management 

- - , 


April 4-5-6, 1977 


Atlanta, 
Georgia 

S 


Revise Eligibility and Delivery 
System recommendations as 
necessary, reach conclusions on 
ma n a apmen t re conrnend a t i cms 


Eligibility and 
Delivery Syste'm • 
Recommendations 


Anr-M ?ft-9Q-^H 1Q77 

l , 


Boston, y 
Massachusetts 

\ r 


Revise Delivery, System and Manage- 
ment recommendations as necessary. 
^Approval of outlines for the Final 
Report. * , 


uenvery bystems and 
Program Management 
Recommendations 


May 26-27-28, 1977 


Washington, D.C. 


Review & Draft of the Final ^Report. 
Make final -changes In the recommend- 
ations. 


Final Recommendations 
on All Areas. A 




The six Federal student aid programs which are the subject of this report 
are authorized under various sections of Title IV of the Higher Education 
Act of 1965, as" amended. Each program has been subtantially revised by 
Congress over the years since its initial enactment. The legislative 
history of each of the programs is summarized in the introduction to this 
report. These changes have reflect^ administrative experience, growth 
and ctenge in the composition ^of student populations, and evolvirig 
national policy on student aid. 

Brief descriptions of each of the programs follow as' background for the 
discussion of issues and recommendations in the body of the report. Each 
program will be discussed in terms of its legislative authority and purpose, 
its funding process, and the numbers and characteristics of students which 
it serves. • « 



Basic Educational Opportunity Grant program . The BEOG. program is 
authorized by Part A, Subpart 1 of Title fv of the Higher Education Act, 
first enacted were made to first year students for the 1973-7* academic 
year. Each succeeding year an additional* class become eligible. The 
BEOG program is intended to provide a "floor" of ^Federal assistance to 
the neediest students. It provides basic access to ,postsecondary 
education, and is the foundation of ail other Federal student assistance 
programs. BEOG grants may be applied across the entire spectrum of 
postsecondary education, but only up to the level of baccalaureate degree. 
Eligibility is limited to four years of study, but may be extended for a 
fifth year under. special circumstances. To be eligible, students must be 
enrolled half-timeor more. The BEOG program does not assist students at 
the graduate or prof ^ssional level. 

BEOG grants may be awarded in amounts not to exceed $1,400, raised to 
$1,800 fpr the 1978-79 school year. The actual amount 'of a student's 
entitlement may not exceed the difference between expected family 
contribution and the actual* cost of attendance at the institution, and may 
not exceed 50 percent of the actual cost of attendance. The amount of 
the expected family contribution is determined by a schedule developed 
each year by the Office of E^uoatton and approved by Congress. The law 
provides that grants may be reduced proportionally if apprppriations are 
not sufficient to meet the full cost of student's entitlements. This 
authority was used only in the first two years of the program. 

) 

* 
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The BEOG program^, is the .only one of the six student aid programs 
administered direct^ by the Federal Government. Prospective s&jdents 
initiate the process^-by submitting an .application .providing t>asfc faq&Uy~ 

♦financial data. These applications are processed by 3, "centtaPlaciiity 
under contract to the Office of ^Education, and the student receives an 

' official notification of- eligibility. The student then submits this noti- 
fication to the schools which he or she is considering attending, and the 
school calculates the exact amount of the grant based upon ^he cost of 
attendance at that school. The institution may credit the amount of the 
gri^^ag^inst student's charges or disburse the funds directly to the 

. stud^tat least once each school term. The institution then is reimbursed 
by the rede ral government for the amount of funds paid to its students. 
Institutions are now authorized to receive $10 per BEOG enroUee to 
compensate them for- their administrative costs, but _no_funds Have yet' 
been appropriated for this purpose. If the institution does not qualify to 
administer BEOG funds, the Federal Government will disburse t^e iunds . 
directly to the -student. A f!o*w chatt of tfce BEOG funding process 
appears as Figure E-l. Participation in the BEOG program has risen 
rapidly since its inception. Table E-l portrays this growth in the BEOG 
program. 

The BEOG program mostly serves students at the lowest levels of family 
income. The* most recent data available, for the 1974-75 academic year, 
showed that 58% of dependent students who qualified for BEOG grants 
came froifo families with annual incomes of $7,500 or below. In 197576, 
about 65.5% attended public institutions, and 25% attended private " 
nonprofit institutions, and about 9% attended proprietary institutions. 
More than half of 'those qualifying for BEOG grants were females, andf 
■nearlyhalf were members of niinority groups — percentages much higher 
thai?* the representation of these groups in the total po^taeeondary popula- 
tion« 

National Direct Student Loan program . The NDSL program is authorized 
by Part E of Title IV of the Higher Education Act. The present NDSL 
program is the successor to the original National Defense Student Loan 
program first eftacted in 1958. The NDSL program provides long-term, 
low-intrest loans to -needy sttjdents. To be eligible, students must be 
enroled at least half-time at a participating Institutions. A student may 
receive loans Up toe (1^, $2,500 if enrolled in a vocational program, or if in 
the first two years of an undergraduate programs; (2) a total of $5,000 for 
the ^ecojid two years of undergraduate study;' or i(3) $10,000 for 
undergraduate and graduate study combined. Loans are repayable at 3% 
interest beginning 9_months after the student leaves school normally over 
a ten-year period. The borrower's repayment peribfTma^ be deferred not 
to exceed three j<ears for service in the military, VISTA, or the Peace 
Corps. There also are provisions for partial cancellation of the loan for 
students who enter specific teaching fields or for military service in areas 
of hostility. 
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'NDSL is one of the three "campus-based" student aid programs, A 
revolving loan fund is established at participating institutions with 90% 
Federal funds and 10% institutional funds. Institutions can apply for 
Federal loans to meet their share of the* fund. Institutions apply for 
acwitional federal capital funding eachuyear asj>ar$ of their "Tripart" ^ 
[application which also covers 3E0G .and CW-S. The appropriated funds- 
tare (divided among States by a .statutory allotment idrmula based on 
(enrollments of full-time students in post secondary education through the ' 
! gradiaate level/ Each institution's -allocation -is then determined $s its- 

/ ^prorata share of NDSL need within that^ State established by regional 
review panels., Loan awards are made by the institution's student financial 

^ aid officer or business officer as all or part of the aid package developed = 
for eligible students, and institutions ate responsible for collections. * 
Funds Vepaid by students are returned to the institution's NDSL loan fund* 
A flowchart t>f the NDSL funding process appears as Figure E2. 

Participation in the NDSL program by both institutions and students has 
increased consistently oyer the life of the program. Basic NDSL program 
data We presented for a few selected ye^rs in Table E-2. The estimated 
avefageioan per student in Fiscal Years and 1976 was $690.00. 

The H(ghe^ ^duc^tion Act of 1965, Sections 120(a) and 491(b), defines 
"institutions^ including schools nursing and.proprety schools. While NDSL 
serves a >retfomfn£ntly low income population, its beneficiaries are not 
^rierally 'needy as BEOG, CW-S, and SEOG recipients. The most 
recent data available, for the academic yean 1974-75, showed that 30.8% 
of NQSt* borrowers .were dependent students from families with annual 
incomes t>fT$7,500 or below. About 2*8% NDSL parti- cipants were - 
enrolled in proprietary or public vocational schools. OE program data 
shows a national potential default ratc?oM*.7% ar><^deliqnuency rate of 



10.2% as of June 30, 1974. ^ 



College Work-Study program . The CW-S program is authorized by Part C 
of Title IV of the Higher Education Act, The CW-S assists financially 
needy students to finance a portion of tKelr education through part-time 
employment that preferably is related td\ their educational goals. To bfe 
eligible, students must be enrolled at least half-time at a participating 
institution as an undergraduate, 'graduate, or vocational student. 
Depending upon need and time available, the student may be employ! for 
as much as 40 hours per week during vacation times although a worJTweek 
of not more than 20 hours is permitted vWiile school is in session. The 
Federaj funds support 80% of wages paid to students in work-study jobs at 
the institution itself or at public or private nonprofit organizations under 
qontract to the institution. 



221 



ERIC - . •• 241 



CW-S is another of the campiis-based programs. Institutions apply for 
Federal funding each year on the Tripart application. Like NDSL, the 
appropriate iCW-S funds are divided among States by a statutory formula. 
However, the CW-S formula is based on differing criteria: number of full- 
time higher education students, number of high school graduates, and the 
number of families below the $3,000 o£ famiiyincomte. Each institution's 
-i allocation is then deter mined, as its pro rata share of established CW-S 

need within that State. CW-S job eligibility^ determinations are made by 
* the institution's student financial aid officer as -part of s the aid package 
'* enveloped for eligible students. A flow chartof theXW-S funding process 
appears as Figure E-3. >• ' * 

Participation in the CW-S program by both institutions and students has 
increased consistently over the life of the program. Basic CW-S program 
data are presented in Table E-3. In the 1975-76 academic year, the 
program assisted about 895,000 students whose earnings a^fcraged $525. 
About 18% of CW-S funds help finance off-campus jobs. 

The CW-S program also mostly serves students whose family incomes are 
so low that the BEOG entitlement* will not cover educational costs. It 
serves a somewhat more middle class student population than does BEOG. 
The most recent data available Jfor the 19^-75 academic year showed 
that 38.5% of -dependent undergraduate CW-S participants come from 
families with inconrtes of $7,000 <$\ below,- 

It is estimated by the CW-S staff that, during Academic Year 1975-76, 
CW-5 funds were distributed to institutions as follows: -public universities, ^ * 
11%; other four-year public, 5%; public two-year, 23%; private 
universities, 12%; other four-year private, 23%; private two-year, 8%; 
public vocational, 6%; and proprietary, 1.2%. Ninety-four percen% oi the 
fuads went to undergraduates while 6% was awarded to students at the 
post-baccalaureate level. More than half of GW-S participants are • 
fernales and one-third "are nrTembers of minority groups. While these 
percentages exceed the percentages of female and minority students in 
the general postsecondary student population, the percentage of minority 
students served by CWS is marked lower than the percentage of minorities 
assisted by BEOG. 

4 

Supplemental Educational Opportunity- Grant program . The SEOG 
program is authorized by Part A, Subpart 2 of Title IV of the Higher 
Education Act. m The SEOG program, which is enacted in 1972, is the 
successor to the Educational ^Opportunity Grant program first enacted in 
1965. The SEOG program provides grants to students of "exceptional" 
financial need. To be eligible, students must be enrolled at least half- 
1 time at a participating institution as an undergraduate or vocational 

^ student and must be financially unable to attend that institution without 

the SEOG grant. Graduate or professional students are not eligible. ■ 
* Depend-ing upon need, the non-repayable SEOG grant range between $200 

and $1,500 peVyear, upto'a maximunrv of $4,000 for "four years 1 study (or 
$5,000 in the case of five-year courses of study). Students who receive^an 
SEOG grant must aliso be receiving at least^an equivalent amount of aid 
from other sources;** ^ 

• > j 
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SEOG is also a "campus-based" studfent assistance program. Institutions 
apply for Federal funding each year on the "Tripart" application.^ Like 
NDSL andXW-'S, the.appropriated SEOG funds are divided amortg States 
by a statutory formula. The SEOG apportionment if based qc^fulMime 
and fullrtime equivalent post secondly enrollments. Each institution's 
allocation is then determined as its pro rata f^^e of established SEOG 
need within that State. SEOG awards are made by "the institution's 
student financial aid officer, as part of the aid package developed for 
eligible students. A flow chart of the SEOG funding process appears as 
Figure E-4. 

Participation in the SEOG program by both institutions and students has 
increased gradually over the years. Basic SEOG program data are 
presented in Table E-4. In the 1975-76 academic year, the program 
assisted about ^45,000 students with an average grant of $52*. 

The SEOG program serves students from extremely low-income families 
or students with somewhat higher family incomes who attend highercost 
institutions. The most recent data available, for the. 1975 academic year, 
showed that 5*% of dependent SEOG recipients come from families -with - 
%an annual incomeof $7,500 or below. --Well over half of SEOG reci-pients 
are females and.nearly half are members of minority groups. 

State Student Incentive Grant program . The SSIG program is* authorized 
by Part A, Subpart 3 of Title IV of the Higher Education Act, enacted in, 
1972. SSIG is substantially cjifferent in nature from any of the other 
Federal student aid programs. The SSIG program provides incentive 
mg(t&hing grants to States for the purpose of encouraging them te e$fab- 
lishVh.eir otfn aid programs for students with substantial financial need. 
The federal law leaves substantial autonomy to the States in designing 
their <^vn programs, so long as need is the primary basis for grant awards. 
-Betti>row income and middle irtcojne students may receive SSIG aided 
grants depending on the criteria in individual States. Eligible students 
must be enrolled at least half-time: at the undergraduate - level, - The 
maximum annual grant for a full-time student is $1,500, of which at least 
half of the funds must be provided by the State. ^~ 

All States now have established programs which qualify for Federal 
matching under SSIG. The appropriated SSIG funds are. divided among 
States by a statutory formula based on higher education enrollments. 
Each State must designate an agency to administer the program, and its 
criteria for awarding grants must be approved annually by the U.S. 
Commissioner of Education. The State agencies^disburse funds to the 
postsecondary institutions on behalf of students. Each State may deter- 
mine the types of institutions which may participate and the types of 
student costs toward which the grant may be applied. In order to qualify' 
for SSIG funding, States must maintain the base level of State aid which 
existed prior to SSIG. A flow chart of the SSIG process appears as Figure 
E-5 and basic SSIG program data are presented in Table E-5. 

<* 



The most recerflfdata iavaflable, for the 197^75 academic year, showed 
that M% of SSIG recipients come from families with annual "incomes of 
$6,000 or below, but 9% were frorp families with incomes of $15,000 or 
more. Awards for students at public institutions accounted for 63% of the 
recipients' but only 48% of the funds. Awards for students at pri-vate 
colleges and universities accounted for 34% of the recipients but 50% of 
the funds. Proprietary schools were eligible\only in 22 States_and 
acccrtmted for 2% of the recipients and about 1 and\^2% of the funds. 

Guaranteed Student Loan program . The GSL program is authorized by 
Part B of Title IV of the Higher Education ,Act enacted in 1965. The GSL 
program is intended to make available Federally guaranteed loans f<y 
postsecondary education. Loans are made from privatVcapkal. Lenders 
\may be either State (e.g., Texas arid Wisconsin), commercial financial 
^institutions, commercial banks, mutual savings banks, savings and loan 
/associations, credit unions, insurance companies, pension funds or schools 
\ which have been authorized to serve as lenders for their own students. 
The Federal involvement occurs in four ways: subsidization of interest for 
borrowers under certain conditions; special allowances paid to lenders 
when the HEW Secretary determines that the interest limit which may be 
charged to borrowers } „is not competitive with the market; repayment of 
the principal for borrowers whD die, go bankrupt, or become disabled; and 
I partial indemnification oi lenders for losses due to borrower default. The 
GSL program contains'two major adminis-trative options, which result in 
two quite different components of the program. ■ ' 

First, States and nonprofit institutions are encouraged to establish pro- 
grams to insure loans made to students iq eligible postsecondary' institu- 
tions. Lenders are required to exercise "due diligence" in granting loans 
and to attempt to obtain repayment; but if* a default occurs, the State 
agency fulfills its guarantee and assumes the. account. The Federal 
Government then reinsures the State agency for 80% of the loss. This 
option of the law has beten chosen by 22 States who have established 
qualifying State guarantee agencies. * - 

Second, for those States where no guarantee agenty exists, the Federal 
Government directly insures loans. If a default occurs, the Federal 
Government indemnifies the lender and assumes the account. This option 
of the'proag^ i^ known is the Federally Insured Student Loan Program 
(FISLP). THefflSLP option- has been chosen by 28 States. 

Loans insured under tlje G$L program may be made to students enrolled at 
least half-time in an eligible college or university, school ^>f nursing, or 
vocational, technical, trade, or business school at either* the .under- 



graduate or graduate levels. Undergraduate-level students may borrow up 
t6 $27590 per -year to a- total of $7,500. .Graduate ami professional 
students may borrow up to $5,000 per year • Total undergraduate and 
graduate loans under GSL may not exceed $15,000. The interest rate paid 
by borrowers may not be more than 7 percent. ♦For students with adjusted 
family incomes of less than $25,000, the Federal Government will pay the 
interest^ while the student i%. enrolled. , Repayment begins from 9 to 12 
months after the student completes or leaves school; but the repayment 
obligation may be deferred for up to three years if the individual enters 
.military service, VISTA, or the Peace Corps. The repayment period may 
extend up to 10 years; Flow charts of the GSL funding process for the 
State guarantee agency and FISLIP options appears as Figure E-6. 

Ever "since its establishment, the GSL program has been one of th£ major 
sources of aid for eligible students. Basic GSL program data are 
presented in Tables E-6 and E-7. 

ftealth Professions Guaranteed Student Loan Program 

The HPGSLP is authorized ^by "the Health Professions Educational 
Assistance Act of 1976, Section (WlXa) of P.L. 94-484. It provides for 
federally-insured loans to students engaged in study in the health 
professions, including osteopathy, podiatry, public health, denistry, 
veterinary medicine, optometry, and pharmacy. Responsibility for this 
program wa$ assigned to the Office of Education in March 1977 in the 
HEW reorganization which created the Bureau oi Student Financial 
Assistance. Loans up to $10,000 a year — for a combined total of $50,000 , 
— will be insurable for all but pharmacy students who will be limited to ' 
$7,500 a year for a combined total of $37,500. The funds may be used 
only for education expenses. Unlike the <£SLP, there are no interest 
subsidies in this pro-gram. Therefore, from the time the loan is made, 
students will pay interest compounded semi-annually at a rate not te 
exceed 10 percent of the unpaid balance of the loan. Cancellation of both 
principal and interest to a maximum of $10,000 a year is allowable for 
borrowers who serve in the National Health Service Corps 'and for those 
who. practice their professions in an area where there is a shortage of 
health manpower. The law provides stiff penalties for failure to comply- 
with a cancellation agreement. 
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FLOW CHART OF THE BASIC EDUCATIONAL-OPPORTUNITY GRANT (BEOG) PROGRAM*^* 
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FUNDING HISTORY OF TITLE IV-A, SECTION 41 1 
r BASIC EDUCATIONAL OPPORTUNITY GRANTS 



funding and Output Measures 




Fiscal Year 




1974 


1975 1976 

♦ 


1977' 



Appropriation ($ in thousands) 
* » 

Number of Eligible Institutions 
Number of Applicants 

Percent of Applicants^Qu^lifying 

, * i 

Number of Recip^fe^ 

Percent of Qualifying Applicants 
Receiving Awards 

Average Award Per Recipient 

Maximum Award 
* » 

Minimum Awartf 

* Estimated 



122,100 
5,374 
482,331 
55.7 
17.7,162 

' §9.0 
$ 271 
$ 452 
$ 50 



" 475,000 
S 5,801 

1,114,000 
61.1 
573,403 

84.1 
$ 618 
S 1,050 
S 50 



660,000 
■ 5,949 
2,450,000 
-.65.6 
1.268,000 

84.0 
S 800 
S 1,400 
200 



4 



1,506,000 
6,270 
3,502,000 
66.0 
1,931,000 

- ' 83.6 
$ 790 

w $ 1,400 ' 
• $ 200' 



\ 



t i6 



9 
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FLOW CHART OF THE NATIONAL DIRECT STUDENT LOAN (NDSL) PROGRAM 



00 



Institution 
Submits 
Application 
for Funds to 
OHEW/USOE 
Regional Office 



institution 
Notified of 
Regionally 
Recommended 
Award 



Application 
Reviewed by 
Regional 
Pane* 



Student and 
Family Submit 
Application and 
Need Analysis 
Document 



Student 
In- School 
Period 



Private 

Need Analysis 

Service 

Evaluation 



Institution 
Issued Approved 
Grant Award 
(% of 

-Recommended 
Award 



Student 

Grace 

Period 



Institution 
Determines 
Loan Amount 
and Disburses 
Funds to 
Student , 



Student 
in 

Repayment 



Institution " 
Establishes 
Repayment 
Schedule 



Student * 
Exercises 
Forgiveness 
Benefits, Defaults, 
or ^ays-in-Full 



InstituYfcn 
Collects 
Loan 
Funds 



Institution 
Accounts 

Loan Fund 



Appeal Procedure 



3 
m 



Departmental Federal 
Assistance Financing 
System (DFAFS) 
Disburses Funds 
fb Institution 



ERIC 



FUNDING HISTORY OF NATIONAL DIRECT STUDENT LOAN PROGRAM FOR SELECTED YEARS 



NDSL 








Fiscal 


Year 








Funding and Output Measures 

as 


. 1959 


- 1962. 


* 1965 


1968 


1971 


1974 


1975 


1976 


Appropriation ($ in thousands) 


31,000 


75,175 


146,700 


193,400 


* 

243 000 


✓ 

298 000 


'329 440 




Number of institutions 
Participating ' • 


1,196 

*- 


1,470 


** 1,616 


1,738 

• 


2,092 


2,643 


2,985 


3,167 . 


Number of Total 


24,831 


186,465 


319,974 


429,000 


547,307 


667,097* 


V 

682,000* 


799,000* 


" Students New 

Aided r> - ■* 

Continuing * 


{24,8311 
0 


. (1 25,37 1)__ 
(61,094) 


_iJ93.7.44) 
(126,230) 


(219,000) 


. (3.10,520) - 
(236,787) 


% (400,258) 
(266,839) 


(425,000) 
(257,000) 


t535-,Q9b) 
(264,000) 


Amount of Average Loan 
(Based on Total Loan Fund) 


$ 383 


$ 478 


$ 522* . 


$ 521 


$ 570 


$650* 


' $ 690* - 


$690* 


Estimated Funds Available, for 
Student Loans (in millions) 


. S"33.9 


$83.3 ' 


$ 153.9" 


$ 233.7 


$ 312.3* 


$433.1* 


$ 470.7* 


$ 551.3* 


Number of Section 207 
Loans to Institutions 


44 


85 * 


' 85 1 


84 


r 


101 


.90 


72 



'Estimated * ^ 

Source -Bureau of Postsecondary Education, Fact Book - Summary of Program information through Fiscal Year 1976 

« 

* * 
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FLOW CHART OF THE COLLEGE WORK-STUDY (CW-S) PROGRAM 



Student and 
Family Submit 
Application and 
Need Analysis* 
Document 



Student 
Performs 
Work for 
Institution or 
Non-Profit Agency 



Private 

Need Analysis 

Service 

Evaluation 



o 



Institution 
Submits 
Application 
for Fundsjlb 
DHEW/USOE 
Regional Office 



institution 
Notified of 
Regionally 
Recommended 
Award 



Institution 
Issued Approved 
Grant Award 
{%of p . 
Recommended 
Award 



Institution 
Determines 
Award and 
v Places 
Student 
in Job 



3 

m 

* 



Student is 
Paid oq 
Periodic 
Basis 

i.e. Monthly 



Application 
Reviewed by 
Regional 
Panel 



Appeal 
Procedure 



t 



Departmental Federal 
Assistance Financing 
System (DFAFS) 
Disburses Funds 
to Institution 



2c; 



FUNDING HISTORY OF THE COLLEGE WORK45TUDY PROGRAM"FOR "SELECTED YEARS 

1 ■» 





Funding and Output 


Program Calendar Year 

' , i 




* 


Fiscal Year 




- Measures 


• 1965 


: 1966 


1967 


1970 


1973 


1974 


1975 


1976 


Appropriation (in thousands) 


55,710 


; S9,t23 * 


1 

134,100 


152,460 


270,200 


270,200 420,000 


390,000 


" Number of Institutions 
Participating 


1,095 


1,534 


1,700 


2,386 


2,696 




0, 1 Of 

/ 


. 3,215 


Number of Students 
Aided (unduplicated) ^ 


115,000 


275,000 


300,000 


425,000 


567,000 


570,000 


575,000* 


973,000* 


w Amount of Average Annual 
M otudent Wages t including 
matching share) 


. '$290 


$380 


$425 


$ 470 


t 

% 500 . 


'i 

% $520 . 


$520* ' 


$520* 


- Gross Compensation to 
Students (in thousands) 
(including matching shared 


$ 33,350 


$ 104,500 


$127,500 


$ 200,300 


$ 288,400 


$ 295,000 


$ 300,000* 


$ 506,024* 



* Estimated 

Source Bureau of Postsecondary Educatron, Fact Book -Summary of Program Information through Fiscal Year' 1976 



FLOW CHART OF THE SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT (SEOG) PROGRAM 



Student and 




Famify Submit 
Application and 






Need Analysis 




Document 





Private 

Need Analysis 

Service 

Evaluation 



* d 



Institution 
Submits 
Appl ication 
for Funds to 
DHEW7USOE 
Regional Office 



Institution 
Notified ofi 
Regionally^ 
Recommended 
Award 



Application 
Reviewed by 
Regional 
f^anel 



Institution 
issued Approved 
Grant A^vard 
{%of 

Recommended 
Award 




Institution 
Determines 
Grant Amount 
and Disburses 
Funds to 
Student 



Departmental Federal 
Assistance Financing 
System (DFAFS) 
Disburses Funds 
to Institution 



FUNDING HISTORY OF THE SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT PROGRAM FOR SELECTED YEARS 





Funding and Output 






• 

Fiscal Year 






- . Measures * 


1967 


1969 


1971 


1973 


I S7 /O 


iy /d 


Appropriation tin thousands) 


112,000 


124,600 


167,7JO 


210,300 


' — s ■ 

24ffk)0 


240 093 


Number of Institutions *s ;„ 
rdrncipaung j 


1,383- 


1,780 


* 

2,100 * 


2,302 


3,258 


3,406 


Nu mber of StucJents ^ _ 

. .Aided-^fotaL. 


;^23;165 


258,175 


297,335 


331,541 


400*000 
4 * 


447,000* 


w Initial Year Awards 


(123,165) 


{ 146,858)' 


(155,895) 


(161,772) 


(190,000) 


f243,000)* 


Renewal Year Awards 


None 


(111,317) 


(141,440) 


(169,769) 


(210,000) 


(204,000)* 

N 


Amount of Average Initial 
Year Award per Student 


$330 


$422 


$ 478 


$ 507 


$670 . 


$500* 



Amount of Average , 

Renewal Year Award N/A $463 . $%56 $610 $670 $550* 

per Student \ 



'Estimated t 4 

Source Bureau of Postsecondary Education. Fact Book - Summary of Program Information Fnrough fiscal Year 1976 
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; LOW CHART Of TH E STATE STUDENT INCENTIVE GRANT (SSIG) PR06RAM ' 

— ■ > = : > — £r-r 



Publication of 
State Allotment 
Ran by 
DHEW/USOE 



ERIC 



4 * 




identification 
of Participating 
States by 
DHEW/USOE 



l&uance of 
State Allotments 
by DHEW/U$OE 



Application 

by -Sta^te 

to DHEW/USOE 



State Prepares 
' Student Application 

Procedures 'and 
- 'Award §ystem 



Student and Family 
Submfc Application 
and Need Analysis' 
Documents * 



V 



T 



Private Need 
I Analysis Service, 
t Evaluation 

L -r— 



_ -J 



i 



State Determines 
\^ Grant Amount 
and Disburses 
Funds to- Student 



T 



States Paid by USOE 
• Direct Payment * 
- Letter of Credit 



2w 



* - < 

+ - • 

* * 

INDING HISTORY OF THE STATE STUDENT INCENTIVE GRANT PROGRAM 




> ■ »_ 

\ Funding and Output 
Measures 




— 

Fiscal Year 


X 


1974 , 


1975 


' 1976 * 


Appropriation (in thousands) * 

Yumberflfttates and- * S 
erritories Participating 


$ 20,000 
41 


. $ 2b;ooo. . 

48" 


• $. 44,000 . 
55 

* 


Werage State Allotment 


$380,000 


$ 400,000 


$500,000 


fe/mber of Student AwarcTs 


76,000 


80,000 


176,000 


average Amount Per Student ~ 

ward (Federal Sharef * \^ * 


$'250 


$ 250 


$250 


ercertf of Recipients by Type 
f Institution ^ 




i 


### 


Total 

' PuW'c • 

4- Year * 

2- Year 
Private 

4- Year *~ , • 

2- Year ^ 
Proprietary^ 
Other <_ ' 


100.0 
63.3 
(39.8) 
(23.5) .'. 
33^, 
*32.7) 
('* .9) 
2.3 
.9 


100.0 
• 59.9 
£ (49,0) 
(10.9) 
38.6 
-(37,0) 
( 1.6) 
1.1 
* .4 


/ 


2 ittS?^^!™^*" st * m 9n6S% ™ **** ™» «■?««. 

«• for 1976-77 tchool year are not available 

w ' ^ 




ERIC ./ • 


. s 

i 
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> FLOW CHART OF THE (GUARANTEED STUDENT LOAN PROGRAM (FEDERALLY INJURED) 




sttKj^rt _ 

Family Complete 
'AppJicafon and 
Submit to ' 
€ducattonat Inst, 



Student 
Submits 
Certified 
Application 
to Lender 



Educational Inst. 
Certifies 
Application 
and Returns 
to Student 



Student 
Receives 

Funds 



On 



Lander Submits 
Approved * 
Application 
to DHEW/USOE 
Regional Office 



Student 

In-School 

Period 





Student 

Grace 

Period 









Institution 
Delivers 
Funds 
to Student 



Institution 
Notifies 
Lender of* 
Last Date of 
Enrollment 



Lender Disburses 

Funds to * 

Student 

(or to Student 

through Jnst.) 



DHEW/USOE 
Regional Off tea 
Submits Application 
to National 
Processing Center 



Under Bills 
DHEW/USOE for 
Interest Subsidy 
and Special 
Allowance 



Student ■ 
in 

Repayment 



Lander 
Establishes 
Repayment 
Program 



Student 
may Default, 
Die or 
Become 
Disabled 



Lender 
Collects 
Loan 
Funds 



DHEW/USOE 
FVocessing 
' Center Returns 
Certified AppL 
to Lender 



DHEW/USOE 
Pays Institution 
Interest Subsidy 
and Special 
Allowance 




Lender 

Submits 

Ctairp 

to 

DHEW/USOE 



Lender 

Notifies 

DHEW/USOE 

of 

Paid-m-Fuli " 



3 



DHEW/USOE 

Gives 

Lender 

Pre-daim 

Assistance 



DHEW/USOE 
Pays 
Claim 
to Lender 



DHEW/USOE 

Attempts 

Collection 

of . 
Default 



2 



2^ 



> 

FUNDING HISTORY OF THE GUARANTEED STUDENT LOAN PROGRAM 
(FISL COMPONENT) 





Fiscal Year 


Number of 
Loans 




Total 
(000) 


Average 
Loan 

^ « 


' 1968-69 


331,040 




$ 284,162 


S "858 


' 1970 


365,387 




353,788 


968. 


1971' 


481,691 




" 484,015 


1,005 ' 


1972- 


691,874 




708,^64 


1^024 


1973 


599,085 




654,616 


' • , 1,093 


1974 


506,854 




v - 611,657 


4,207 


\ 1975 


504,726 


V 


661,292 


1,310 


.1976 (15 mos,)* 


522,153 




739,884 


1,417 


• t 

Estimated 

Source Informal Communication with GSLP Staff 










FUNDING HISTORY OF THE GUARANTEED STUDENT LOAN PROGRAM (STATE AGENCY COMPONE 



Fiscal Year 


Number of Loans 


. Total Loans 
(r\r\f\\ 

\\JSJUi 


Average Loan 










1 Q*7fl 




000,0/ 0 


O/O 


1 Q71 h 




DOU,UOD 


y*fo 


1972 

* 


566 597 


594 084 


1,048 


1973 


48&,2P1 - 


543,907 


1,111 


1974 


430,673 


527,776 


' 1,225 


1975 


* 

485,606 


637,156 


1,312 . 


1976 (15 mos.)* 


782,354 / 


1,097,120 


1,402 

»- * 



"Estimated * 
Source Informal Communrcation *v>th GSlP OHice 



APPENDIX F 



Program Allocation Charts 



This Appendix contains Tables that display the way the funds available for* 
each of the college-based programs were divided anfong the States in FY 
77, and the different percentages of panel recommendations received by 
institutions in various States* 



ERIC 
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ALLOCATIONS OF COLLEGE WORK 
(11976-77 AWARD PERIOD) 



STUDY (CW-S) FUNDS 




USE IN FISCAL YEAR 1977 



0 -v 



ER?C ( 



* 




Final A I lrw*at inn 






rinai Miiocaxion 




' Final Staff* 


as a Pprrphtanp nf 




Pino! Ctoto 


as a rerceniage ot 




Allocjit inn 


PanpJ ' **i 
r ai lei 


** 


Ml iOCdIIOn 


ranei 






R pr_n m m p nria T inn* 


■ • » = 




necommenaanon * 


Totals 


S389 300 000 


56 73^? 


^M^ontjnued) 


< 9 4^7 Ri^Q 




Alabama 


7,722,107 


48 25 


MCUi dbf\ d 


//D.DO 


Alaska 


537 462 


56 54 


INcVdUd *r ^ 


* 71 7 HI T"* 
/I / ,U 1 o 


CO C7 

oz.o / 


Arizona 


3 889 254 


72 37 \ 


Mpi*# MarnnQHirp 




4R R7 


Arkansas 


3 967 807 


75.47 , \ 


Npw Iptqpw 


R R69 R74 


4 R7 1 1 
H Of . 1 1 


Caljfornia 


34,933,004 


46.87 


fsJpvA/ Mpvim 

i ICVV If ICA l V*>w 


3 649 191 


&f\ R7 


Colorado 


5 709 636 


46.87 


Npw Vnrk 


9fl 51 R 590 


C/1 7c' 
D*4 . / 0 


Connecticut 


4 258 713 


60/83 


Wnrth r^ar/ilTna 
rt\j* til vovuntia 


Q 704 14R 


57 ^4 


Delawa re 


974,703 


92.16 


/NInrth r*»al/n*t.a 


9 nofl 79^ 


Aft. Ql 


District of Columbia 


2 465 858 


46 87 


1 AQ7 OjOR 


R1 

O I .oO 


k# Florida 
S Georgia 


11 005 861 


R7 HQ 


\J}\ idilUi lid 


21 7R7 R/19 




8 719 392 


Q2 5R 

94. JU 


vjreyun 


Q Old 7Q9 




Hawaii * 


1 127 051 


6Q Q1 


rciinby iVdnid 


1 G 779 


CO QO 


1 daho * 


1 456 Oft 7 


46 R7 5 


nnoae isiana 


O 1 1Q QCQ 

z, 1 1 0,000 


>IC Q7 
40. 0/ 


Illinois 

* ^ fill i\y 1 v „ 


- ' _ifi Ron 2?n 


4fi R7 ^ 


oouxn uaroiina 




/o.y4 


Indiana 

III VJ IQMQ 


7 1QQ 


C7 Q£ 


oouxn uaKota 


O QQQ AC "7 


4o.o7 


Iowa 


4 499 172 


47 1 ? 


Tfinnoccofl J 

i cnnesscc ^ ♦ 


7 fit; 7 1 n*3 

/ ,00 / , I Uo 


70 7C 

/z. /o 


Kansas 


? 7Q7 225 


k 64 7Q 


» Texas 




7"7 OC 


Kpnttipkvy 
rspi 1 1 ui* i\ y 


O, QUO, QUO 


7R Q7 


utan 


2,246,576 


56.10 


Louisiana 


8,781,005 


98.68 


Vermont 4 


3,608,528 


46.87 - 


Maine 


4,844,774 


46,87 


Virginia 


7,760,613 


83.09 


Maryland 


5,927,448 


' 55.19 


• Washington 


8,13Q,004 


46.87 


Massachusetts 


19,193,506 


46.87 


West Virginia 


' 3,480,745 


66.89 


Michigan 


13,403,204 


37.10 


« Wisconsin 


8,182,183 


46.87 


Minnesota 


8,878,137 


46.87 


Wyoming- • **> 


755,407 


46.87 


Mississippi 


6,200,577 


63.66 


Pacific fsldnds ^ 






Missouri 


7,439,451 


59.12 


Puerto Rico > 


7,173,842 


100.00, 


Montana 

1 v 


2,390,623 


46.87 y 






*2 decimal- places. 




1 






6 



2 



2,8 



ERIC 



ALLOCATIONS OF NATIONAL DIRECT STUDENT LOANS (NDSL)' 
FUNDS FOR USE IN FISCAL YEAR 1977 (1976-77 AWARD PERIOD) 



! 

o 


Final State 
Allocation 


Final Allocation 
as a Percentage of 
Panel 

Recommendation* * 


4, 

- 

• 


Final State 
Allocation 


Final Allocation 
as a Percentage of 

Panel 
Recomrnendation* 


~3 

f Totals 


$321,000,000 


^ 50.97 


(Continued) 




« 


Alabama 


4,7J02,253. m . 


47.42 


Nebraska m 


$ 2,726,996 


86.34 


M. ■ I ^ 

AlasM 


368,054* 


39.47 


Nevada 


708,337 


82.65 


Arizona 


4,041,558 


45.58 


New Hampshire 


2,751,949 


39.47 


Arkansas 


1,825,944 


100.00 


New Jersey 


7,055,598 


79.98 


.California ? 


34,783,253 


41.31 


New Mexico 


2,835,149 


39.47- 


Colorado 


6,561,420 




New York 


25,922,751 


51.85 


, Connecticut 


3,915,452 


47.53 


North Carolina 


7,443,543 


60.'42 


Delaware - * 


956,312 


53.f8 


* North Dakota 


' 1 ,666,407 


39.47 


District of Columbia, ' 


2,222,821 


41.67 


Ohio' 


13,833,629 


50.48 


k» Florida 


8,346,820 


61.65 


Oklahoma 


4,505,264 


83.57 


- Georgia 


* 5,595,390 


95,48 


Oregon 


6,974,559 


39.47 


Hawaii 


1,295,201 


94.73 


Pennsylvania 


14,518,620 


52.76 


Idaho 


1,227,425 


76.34 


Rhode Island 


1,894,862 


39.47 ' . 


Illinois 


14,557,303 


46.21 


, *" South Carolina 


3,393,641 


♦100.00 


Indiana 


7,653,625 


45.65 k ' 


South Dakota 


1,877,449 


39.47 


Iowa 


5,139,284 


r . 58.26 


'Tennessee 


5,474,817 


57.20 r , 


Kansas * . 


4,153,849 


~ ' - 71.95 


Texas (~ 


12,967,082 


100.00/ 


Kentucky 


4,161,596 


62.17 


Utah \\ 


1,649,304 


. 10Q.00' 


Louisiana 


- 4,874,962^ 


88.03 — y 


VermonN/ 


1,959,673 


> 39.47 


Maine 


3,688,883 


39.47 


Virginia 


5,643,417 


71.07 * 


Maryland 


4,767,223 




Washington 


7,083,360 


39.47 


Massachusetts , * 


.16,790,028 


39.47 ' 


West Virginia 


2,715,017 


70.46 


Michigan i:> 


12,932,029 


51.85 


Wiscorfsin A 


9,356,612 


39.47 


Minnesota » 


6,868,376 


43.41 


Wyoming jr-» 


584,4^2 ■ 


63.35 „ • 


Mississippi 


3,320,706 


66.75 


Puerto Rjco 


2,970,801 


39.47 


Missouri 


6,713,433 


81.12 - 


Virgin Islands 


21,292. 


100.00 


Montana 


1,002,249 * 


100.01 






4 


: *— 

*2 decimal places.* 

: / 






1 




N 
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ALLOCATIONS OF SUPPLEMENTAL EDUCATIONAL OPPORTUNITY 
FUNDS FOR USE IN FISCAL YEAR 1977 (1976-77 AWARD PERIOD) 



3RANT (SEOG) 



Initial Year SEOG 
Program 



Final State* 
Allocation 




Final Allocation 
as a Percentag&cf 

Panel 
Recommendation* 



Totals 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware • 

District of Columbia 

Florida 

Georgia 
'Hawaii 

Idaho 

Illinois 

Indiana 

Iowa i 

KansasK^ 

Kentucky - 

Louisiana 

Maine 
J Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi , k 

Missouri 

Montana 



$1 24,832,000 


33.66 


1,762,163 


30.42 


173,093 


26.95 


'1,580,555 


30:e^2 


671,332 


76.68 


15,184,767 


29.12 


2,081 ;21 2 


26.99 


1,519,624 


39.10 


380,607 


83.76 


861,551 > 


26.99 


3,268,707 


45.74 


2,108,283 


62.57 


/ 483,4$ 1 


57.35 


401 ; 945 


43:20 . 


5,576,944 


26.99 


2,597/752 


37.99 


1,543,764 


26.99 


1, 30^,644 


47.23 


1,43*3,798 . 


42.80 


1,732,283, 


65.13 


1,7,16,442 


26.99 


1,025,33* • 


27.31 


4,620,021 


26.99' 


4;604,635 


29.34 


#5,690,637 


26.99 


',1,1 02,895 


26.99 


/ 2, 172,434 


43.72 


385,322 


34.34 . 



9 

ERIC 



*2 decimal places. 

2j i 



I 

/ Continuing- Year 




Final Allocation 


Final State 


as a Percentage of 


; SEDG Program 

w + 


Allocation 


Panel 




Recommendation* 


Totals 


£115,261,000 


50.83 


Alabama 


1,784,481 




Alaska n 


* -175,738 


" 


-Arizona 


1,Z52:2'59^ 


" 


Arkansas 


563,82/ 




California * 


11,649,859 




Colorado 


1,654,217 




Connecticut # 


1,514,166 




Delaware ■ 


204,972 




District of Columbia ■ 


859,489 




, Florida 


2,429,501 . 




Georgia 


1,410,388 


*• " 


Hawaii ^ 


340,684 




Idaho 


3£»,450 
5,374,564 


" 


Illinois 




Indiana 


1 2,693;702 / 


f 


Iowa 


2,002,530V | 




Kansas 


1,258,174 I 




Kentucky 


• .1,111,662 


\ > " 


Louisiana 


1,289,227 




Maine 


2,766,370 




Maryland 


2,403,479 




. Massachusetts 


5.425,260 




Michigan 


6,420,123 




- Minnesota 


3,431,535 




' Mississippi _ 


1,669,093 




Missouri 


2,004,235 




Montana 


' , 357,752 


* a * 
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ALLOCATIONS OF SUPPLEMENTAL. EDUCATIONAL OPPORTUNITY GftANTKbEOG) 
FUNDS FOR USE IN FISCAL'YEAR 1977 £1976-77 AWARD PERIOD) (Continued) 



-*r*- 



Initial YearSEOG' 
Program 



Final State 
Allocation 



Final Allocation 
as a Percentage of 

" Panel . 
Recommendation*- 



Continuing Year 1 . 
SEOG Program* 



Final, State 
Allocation 



Final Allocation 
as a Percentage of 

PaneJ 
Recommendatioh* 



(Continued) 
Nebraska 
Nevada '. 
New Hampshire" 
New Jersey 
New Mexico . 
New York 
North Carolina 1 
NdrthJ)akota 
Ohio * > 



£ Oklahoma 



Oregon 0 

Pennsylvania - 
. Rhode Island 

South" .Carolina. ^ 

South Dakota . 

Tennessee 
'"Texas J 

Utah • 

Vermon? " •• 
Virginia * 
Washington . 
West Virginia ' 
Wisconsin 
^yo&ing %J 
Pa?IB Islands 
.Puerto" Rico 
Virgin 1 Islands 



$ 838,337 . 
284,084 ' 
930,1o^r 
2,853,613^ 

844,704 * 
9,981,639 
2,690,596 
699,921 
4,622,270 
1,575,921 , 
2,887,594 
5,209,878 X 

605,107 
1,293,171 
711,400 
1,996^)66 
6,053,846 
* 954,473 
1,249£2Q 
2,226,023 
,• 3,814/816 
800,388 
4.804,«J51 
189^77 * 
43;768 i 
„ 1,875,390 
» **' I3,m ' 



61*0 * 

41,08 
26.99 
50.45 ' 
26.99 
38.87 
^0.27 
26.99 
32.25 
54.85 • 
26.99 
40.89". 
29.66 
43.40 . 
26.99 
40.19 
51.43*9- 
57.61 , 
26.99 . 
49.61 
56.99 
32.49 
• 26.99 
32.84 
81.72 ' 
26.99 
52.36 



% (Continued) * - 
' Nebraska . * 
- Nevada ' ■< • • 
' New Hampshire 
New Jersey 
New Mexico * ... 
New York , ( 
North Carolina 
\— North Dakota 

Ohio . " 

* OWahoma 1 
Oregon 

Pennsylvania / 

Rhode Island 
• South Carolina 

Sofyth Dakota ' • 
'- Tennessee 
/* Texas; ' . 

s .Vermont » 
Virginia / 
Washington ; 
West Virginia - 

* Wisconsin 
Wyoming^ • 

r Pacific Islands 

* Puerto ftico 
Virgin Islands 



$ 



675,^46 

152,9 1§ 

1»83,217 
2,051,016 
1,369,3 
8,542,9 
2,506, 
1,211,6 
4,723,6 

885,43 
.2,060,996 
4,784,550 

743,535 
1,084,233 
• 918,178 
1,871,347 
3,981,5061 

739,265 
1,391,574 
1,561,510 
2,684,622 
1,026,392 
4,685,553 

217,046 
. - -3,224 
'1,956,575 
7,854 



tl ' 
50.83 



4v 
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7 APPENDIX G ' " 

PARTICIPANTS AT THE PUBLIC HEARINGS 



November 11, 1976 Washington, D.C. 

Butts, Thomas • - • 
Director of Student Financial Aid 
University of Michigan \ . 
Ann Arbor, MJthigan 

Cattell, Newton 

Pennsylvania State University * 
University Park, Pennsylvania 
Representing: University'Extension Association 

f 

'Fowler, William 
Executive Director * 
. National Home Study Council, and 

- Executive Secretary^ " " Y~ - ," 

Accrediting CommisSbn of the National Home Study Qouncil. 
Washington, D.C. 
r 

Holec, 'Donald 

Director, Financial Aid ' * J 

Purdue University « 
Representing: Midwest Association of ^lucjgnt Financial^ Aid Administrators 

Jones, Michael 

^Student * 
Strayer College ' % 

Washington, D.C. / " " - 

Kites, Robert a. (3r,) - 

College Entrance Examination Board & ' * 

New York, Ne^ York 

, Lefkovits, Marty, 4 f 

' State Universily of New.York ' / 

Albany, New York . . $ 

Representing: Easter^ Association of Student Financial Aid Administrators 

Martin, Dallas ^ - { 

Executive Director # • 

National Association of Student Financial Aid Administrators 




ERIC 



2/{ 



l$eardy, Williem 
Executive Director' 

Association of Community College Trustees 
Washington, D.C, " * * 

Millard, Richard 
Director . 

Higher Education Services 
Education. Commission of the States 
Denver, Colorado 

Muijhead, Peter 

EjRJC Clearinghouse , * 

Professor, 'George Washington University 
Washington, D.C. 



Qlins, Jay S. 
GeneralrCounsel 

Calif ornia t Association of Paramedical Schools 

Los Angeles, California . -r - * 7 

Also representing: ^Virgijjia^Association of Private SchSbls 

Poe, William 

Studept . ^ 

Georg^Vashington University. 

Washington, D.C. . ' 

Purdy, Allen » * • 

* Director, Student Financial Aid * ^ 
University of Missouri " 

Columbia, Missouri % ^ . 



Rhett, -Haskell ^ > 

"Assistant Chanceltor for Student Assistance 
New 3ersey Department of Higher Education 

Representing: National Association of State Scholarship and Grant 
Programs 9 ' , • , # - 

--Rice, Lois ■ * 

Vjce President * # % • 

College' Entrance Examination Board 

'.Washington, D.C. • * , 

Seders, Charles , 1 * / ^ ^ 

" Dfredpr, Office of Government Relations 
„ AmeVican Council for Education * * # , 

Washington^ D.C. 

Seipelt, Doug * - b 

Deputy Director . - " 

- Ohio Student Loan ComrrHssioh 
HSplumbus, Ohio % 

Representing: Rational Council of Higher Education and Loan Progr 



Smith, Ernest 
Administrator of Student Aid • 
Florida Department of .Education 
Tallahassee^lorida 

Walljng, Robert C. 

Director of Student Financial Aid 

Cornell University 

Ithaca, New York- 

Zaglaniczny, Larry ^ 

Coalition ot Independent College and University Students 
Washington, D.C. , ' k 

January '6, 1977 San Francisco, California^ 

Barr, Ronald / 
President * 
Student National Education Association 
Washington, D.C. 

Butts, Thomas 

Director, Student Financial Aid .\ 
University of Michigan . • 

*Ann Arbor, Michigan 

F.owler, Linda 

Staff Associate * . 

Education Commission of States \ 
Denver, Colorado * / • 



Henry, 3oe B. 
, American College Testing 
Washington, ,D.C. 

Howe, C.R. 

California Association of Paramedical Schools 
Missiop Hill|, California . * 

Hoy, 3ohn*C. ' 

Vice Chancellor for Uniyersity and Student Affairs 

University of California at Irvine^ 

Irvine, California 

^Lloycty Richard \ „ , 

Student. 1 " * ^ ' # 

' University of California it Berkeley 
Berkeley, Caiifof^ * / n * \ 

Sidar, Al, A % 
College Scholarship Service t 
CoHege Entrance Examination Board 
. New York, New York 



f 



Todd, James 
—Director of Scholarships and Financial Aid 
University of Houston^ 
Houston, Texas 

Representing: Minority Affairs Commission of NASFAA 

Tr avers, Fred * \ 

Associate Director oi Financial Aid x 
University of California at Berkley \ \ 

Berkeley, Calif orrya ' >» 

Voight, Peter ' 
Director of^Diyision of Basic and State Student Grant 
Office of Education, HEW 
• Washington, D.C. 

Written Comment • > 
> ^~ —— ♦ 

Gibson, R. 3errold _ 
Director * 

^.OlRce of Fiscal Services * 
Harvard University ' , 

Cambridge, Massachusetts ' » 

i 

Snyder, Wilbur M. « 

Administrator for Vocational Education r JP 

Director # of Clover Park Vocational Technical Institute , f . 

Lakewood Center, Washington , , f 



. February fr, 19^7 Dallas, Texas 
Cockrill, Charfes 

Allstate Business College * ■ 
Dallas, Texas 

Representing: Texas Association of Private SchpQls 

Darbisdn, Larry - 
*• PrcJject Director • 

Oklahoma Talent Search 

East Central University 
- Ada, Oklahoma _ ^ 

(Hulcher, 3.K. - * * % 

.^Northeast Oklahoma State University 
Ta^elquah, Oklahoma 

Jacobs, Marion % N 
Director of Student Financial Aid, 



$ 



University of Texas at Arlington 
^e^esenfing: Texas Association of Student Financial Aijd Administrators 

... ^ • * i 

< . .1 • 



2k7 




Jones, Jack 

Associate Directory! Student Financial Aid 
West Texas State University 
Canyon, Texas 

Luna, Xavier apd Marsico, Pete 
Students 

American Trades Institute 
" Dallas, Texas 
• 

McCollough, Rebecca 
Student 

Southern Methodist University 
Dallas, Texas 

McFarland, Robert > 
Director - j 
New Orleans Educational Talent S«arch Program 
Isjew Orleans^ouisiana r v . 

Powell, Ruth 

Counselor ' ^ ^ 

Dallas Cosmethology Academy 
Dallas, Texas 

If * 

Sanferd, Amv - m > * - 
Counselor ' 
Lincoln High School* 
Dallas, Texas 

Todd, James * 
director of Scholarships arid Financial Aid 
University of Houston 
Houston, Texa$ 

Representing? Minority Affairs of NASFAA 

.Wagner, Lucas C. 
"Parent 
Dallas, Tex^s 

Written Comments ^ ■ 



Leslie, Larry , 
Professor of Higher Education 
The University of Arizona 
.Tucson, Arizona 

Snow, Richard Jay 
Financial Aids Officer 
Snow College ' 
Ephrakn, Utah 



2fe 



Craig* 3ess • N 

Financial Aids Coordinator * 4 t 
Los Angeles City College 
Los Angeles/California * \ 

Written Test?mdny 
Hoy, John C; , 

Vice Chancfellor for Universit^nd Student Affairs 
University of California, Ir>*we . 
Irvine, California 

« 

March 3J977' Chicago, Illinois , 
f 

Beck, Harry L. ' * ^ * > 

University of Cincinnati 
Cincinnati, Ohio 

Representing: Ohio Association of Studerrt Ftnancial Aid Administrators 
* 

f - Brown, Thorn P. 

Director ot Financial Aid 
University of Illinois, Chicago Circle . 
. Chicago, Illinois^ _ , ! -l„ „ 



Boyd, 3oseph 
Executive Director 
Illinois State Scholarship Commission 
'i Deerf ield, Illinois 

Clark, 3oyce t " 

• Coordinator ' ^ ^ 
Higher Education Guidance Program - 

H f 1 • -^Bureau of Pkjpil Personnel Services * 
£hiC4gc/ Puttfc Sct^ols - ; ' ^ 

* Chicago, Illinois, 

- - ■ * . ' ' ' t ♦ 
flolec, Donald^ V * 

* fc. -Director of Financial Aid 

Purdue University^ , * 
Lafayette, Indian^ * . * * 



■.r - 



.J. \ 



Ihlanfeldt,' William * % m , 
- Dean of Admissions, financial Aid and Records 
Northtffestern University *" . % 

^ Evanston, Illinois , 

'/* IVTcDaniel, Bett/ F. ' 

, Director t>f Qollegjfii Wo* Study Bjpgram 
* Catholic Charities *' *~ 

Chicago, Illinois + • 



\ 



Moore, James* * . * M \ % j I 

♦Acting Director - * , 

. Student Financial. Assistance ( 2*7/'"' 
Bureau of Pbstiecondary Education . -V 
Office of Edua>tidn/HEW- . . * 

Washington, DX. ' ' r 

C-V^n deVen, Myron /■ * # * • * \v . • . 

* Director of Financial Aid . 
University of Wisconsin 1 * 
Green Bay, Wisconsin 

Voight, Peter > ■ - J- . ^ 

Director of Division of Btaste^nd State Student Grant " ' . ' : * 

Office oj '.Education, HEW *-* ^ ; 

Washington, D.C. ■ • . ' ' v ? # 

* *Apr M ,1977 Atlarita, Georgia . - 

^ ! * » * 

Briggs, Channing , * 

vfexecutive Director * ' . * ^ 

National Association of Studenf Personnel Administrators* " ^ 
Portland State UAiversrty ; «^ 4 , 
'Portland, OregOfT - c— * * ^ 

Daltoo, jS. Deah y r ' 

Direct^ <rf Fin^uO #d *\ ' ^ ^ - 

Georgia St^te University . . S < * ■ 

Atlanta, Georgia t r*^" 

/ * •* • . \ - i > 

iEvtys, Robert W. * > , - # . * 
' Director <rt Financial Aid \ 4 - , 

Oglethorp University . . / * - 

Atlanta, Georgia - . . ' 

Geer, Wiliiarh ; % ' / . ♦ * 

Director of £inanoai-Aid - * I • 

University of NprthCaroiina at-Cfrapel Hill ,* - ^fll 

* Chapel H/ll, North Carolina - \ «, ;« 

McCormick, Joe # ' % 

Director of Student Aid f » - 

Mississippi Statfe University * * 
Representing: National Association of Studerjt financial Aid Administrators 

/ 6» *~ " . 

M6ns, Marie* } * \ 

Director ot Student Financial Aid** . * " t • ' 

Atlanta Cciliege of Medical andJ3ental Assistants * J . 

Atlanta, Georgia ~ ' * < 



Payton, Dan " 

Georgia State Scholarship Conftnission 
Tupker, Georgia v 

\ ~ * ~ ' . 

Reeh^r, Kenneth 
Director , . 

Pennsylvania Higher Education Assistance Agency 
Harrisburg, Pennsylvania 

» , <• 

Richardson, '3ohn ' * 

Direcfbr of Student Financial Aid 
Tuskeegee Institute, Alabama * ' , 

\ A 
RoysterLPreston < a * " * 

Region II Regional Comrnresioner • 
Office of Education, HEW* 
Philadelphia^ Pennsylvania 

Tate, Sidney * • > r s ^ v * 

Director of Financial Ai<J' 

University of Mississippi • - 

University, Mississippi 1 " ; ' , . . - 

% Representing: Southern Association of Student Financial Aid Administrators 

♦ * — • . »i» 

Whaien,, Curtis, • >fc ♦.>;;>" V 

Director of Student Financial Aid ' * ~ 

Florida Atlantic University *~ * 
ftoca Raton? Florida * - * 




i* 2 



Wilkes, Cheryl . 
Director of Financial Aid 
Medial College of Georgia 
Atlanta, Georgia 



4 



/ . « - •» 

Written Comments J* * * * \ 

» « * * . .» 

Reeves, 3ohn R. # 4 

President , 1 r v * - . ' ' / ' 

N. Y. State Financial Aid Administrators Association r . J 
"Syracuse, New York . . * f [ 

Ayil 2S« 19^7 Boston, Massachusetts - 

Bl^kstwn; Edward^esident - . v 
EdsjrarcJ Blankstein t Inc. . 
Princeton, New Jersey " ^ , 

• J * », • " / 4 ■ ,<''-' ^ 

Ciuacca, 3ohn ' . 

Director of Financial Aid « % \ ^ ♦ * j» / 

N«kw England School of Law ^ ^ : , * 

Borton, Massachusetts' • # • ^ • /' * . i * 

Representing* Mass. Association erf Student Financial Aid Administrators • 



Curtis, Grant E. . 
Director ot Financial Aid 
Tufts University „ 
.Medford, Massachusetts • * 

DeianeyyFrank * 

Director'^ Financial Aid J 
College of the Holy Cross 
Worcester, Massachusetts 

* 

Devlin, Charles * 

' Assistant to tjie Vice-President lor' Finance 
Northeastern University 
Boston, Massachusetts „ !' 



Gibson, R. Jerrold 
Directpf of Fiscal Service 
^Harvard University 
Cambridge, Massachusetts 

Gherlone, Douglas A. 
Ware Savirfgs Bank , * 
' Ware, Massachusetts - 



1 



• Jortes, J. Samuel 

Financial Aids Officer • - 

Massachusetts Institute ofr Technology [ . 

Cambridge, Massachusetts / . * * 

Kemske, Floyd»S. % { * , ; 

Boston University Medical Center 

. Boston, Massachusetts 

Representing: Mass/Association of Student Financial ^id Administrators 

* • ■ \ o *^ 
O'H^re, Thomas J, j fj J ■ ^ 

• Assistant Regional Corhifnissfoner f h » 
Divisiah of Gyarairjfeed itodenl Lodt{s 
Region I, Office of Education 



Written Comments 



* Provehcher, Eleinor ■ % / 

Executive Director 

nlew Hampshire Higher-Education Assistance Foundation 
Concord, New Hampshire 

Hoist, Helge* B . ^ - 

President *- " . ' 

Massachusetts higher Education Assistance Corporation 
%oston, "Massachusetts* 

;* t 



■ 8 ■ mm * 

Blair, Steven • ' > 

Special Assistant to the Deputy Commissioner 
Bureau of^Sjudent Financial Aid 
Office of Eduction \ 
Washington,. D.( 

Ehrtich, Bernard ' 
Legal Counsel ' 

National Association of Trade and lechnical Schools 
Washington, D.C. > 

Fisher, Miles * * ~ 
Executive Secretary 

National Association for Equal Opportunity in Higher Education 
Washington, D.C. 

Hardman, Joseph 

Division of Eligibility and Agency Evaluation 
Office of Education 

Washington, D.C. , 

Martm, D^Uas . ' 

Executive Secretary * 

National Association of Student Financial Aid Administrators 

Washington, D.C. * 

Pugsley, Ronald S. 

Division of Eligibility atfd Agency Evaluation % 
Office of Education 
Washington, D.C. 

Shiff rih, Mark 

Student " fi 

George Washington University 
Washington, D.C. 

Tirrell, John f 

Vice President of (Governmental Affairs 

Arrjerican Association of Community and Junior Colleges ~~ 

Washington, D.C. 

Written Comments I 



Olson, Lay ton m * . # 

President' ^ 

National Student Educational Fund r > 
Washington, D.C. \^ 



Crockett Barbara A. • . t - 

—Assistant Dean o/ Students 
Washington State University 
Pullman, Washington 

Harry W. Bruce, Jr., D.D.S. ' 
€*ecut*ve"Director 

American Association of Dental Schools 
Washington, D.C. 

Saunders, Charles B., Jr, 
Director of Governmental Relations 
American Council on Education 
Washington, D,C. " 

, * 

v 

Davis, Lloyd H. 

Office of the Executive Director 
National University Extension Association 
Washington, D.C. 
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